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The 1,000 leading manufacturing companies in- 
creased appropriations for new plant and equip- 
ment in the final quarter of fast year, reveals this 
eleventh quarterly report on capital appropriations 
conducted by the Board with the financial sponsor- 
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of rising oppropriations affer more than fwo years 
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inquiry into size of company as a factor in the 
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Capital Appropriations: Another Modest Rise 


f | JHE 1,000 leading manufacturing companies in- 
creased their appropriations for new plant and 
equipment in the final quarter of last year. Capital 

appropriation approvals typically rise from the third to 

fourth quarters of each year: this time, the hike was 
greater than seasonal expectations, and almost matched 

the third- to fourth-quarter jump in 1955. 

Despite the most recent increase, fourth-quarter ap- 
provals were still lower than in the same period a year 
earlier. However, for the second consecutive quarter the 
appropriations approved by the durables group were 
higher than a year ago. Total cancellations rose in the 
fourth quarter, as they do when year-end accounting 
adjustments are typically made. But they were signifi- 
cantly below the year-ago quarter for the first time since 
the third quarter of 1957. 

The latest survey clearly corroborates a turn-around 
in capital appropriations. After rough correction for 
seasonal fluctuation in appropriation approvals, the 
adjusted approval rate has now risen for two quarters. 
These two increases were of modest dimension; even by 
the final quarter of last year, appropriations were still 
running below the adjusted rates of 1957. 

Capital spending in the last months of 1958 again fell, 
for the fifth consecutive quarter. This spending drop, 
combined with the modest rise in appropriations, re- 
sulted in no appreciable adjusted change in backlogs. 
For the preceding six quarters, backlogs had been siz- 
ably reduced quarter by quarter. 


The Top 1,000 Companies 


The key fourth-quarter appropriation figures for the 
top 1,000 companies are as follows: 

At the start of the fourth quarter, the appropriation 
backlog was estimated at $6.3 billion. 

To this was added $2.0 billion in new appropria- 
tions, bringing the total available for use during the 
quarter to $8.3 billion. 

Of this total, $2.2 billion was either spent or com- 
mitted, and $0.3 billion was canceled. 

This left a balance, or backlog, of $5.8 billion at 
year end. 
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This report is the eleventh in a continuing series of 
quarterly reports on capital appropriations conducted 
by THe ConFERENCE Boarp with the financial sponsor- 
ship of Newsweek magazine.' The numerical data in the 
present report are identical with those in the December, 
1958, Business Record, except for very minor revisions 
in third-quarter figures. As in other reports in this 
series, all tables and calculations are based upon iden- 
tical company returns, to ensure consistency. (For data 
back to 1955 not shown in this report, see Business Record, 
September, 1958, and December, 1958.) 


Appropriations Improve; Spending Sag Continues 


The 500 companies furnishing appropriation data for 
the past four years reported a 4% decline in approvals 
compared with the year-ago quarter. While this was the 
tenth consecutive fall, beginning with the third quarter 
of 1956, it was the first one of only nominal dimensions 
in almost two years. 

On a year-to-year basis, the decline in capital spend- 
ing, first evident in the initial quarter of 1958, deepened 
with each passing quarter. In the last three months of 
1958, the decline was even steeper than in the previous 
quarter. Thus capital spending continued to drop, while 
capital appropriations have reversed direction. 

The previous capital appropriation surveys had sug- 
gested that the spending decline in manufacturing 
would continue through all of 1958. (See box.) The 
record of 1958 has borne this out. The recent appropria- 
tion hikes of modest dimension do not suggest that a 
sharp spending turn-around is in the immediate offing. 
The recent surveys point to an end of the spending dip 
in the first half of this year. Whatever significant spend- 


1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 
survey, the techniques employed, and the major limitations sur- 
rounding the results 
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Appropriations and Spending Down in 1958 
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ing rise takes place in 1959 may assume more than 
nominal proportions only in the second half of the year. 


A More-than-seasonal Rise 


The rise in the rate of new appropriation approvals 
from the third to the fourth quarters of last year was 
more than could have been expected solely on the basis 
of seasonal influences. New approvals rose from the 
third to the fourth quarters of 1958 by a greater propor- 
tion than over the corresponding quarters of 1956 and 
1957, and only slightly less than in 1955. (Jt will be 
recalled that in 1955 appropriations were rising under 
strong cyclical pressures.) 

The petroleum companies can be excluded from these 
quarter-to-quarter comparisons since they typically 
appropriate primarily in the initial quarter of each year 
and thus account for an important part of the seasonal 
effect. After eliminating the oil group, the most recent 
third-to-fourth quarter hike again exceeds those in the 
two previous years, but still remains less than the 
upturn in 1955. 

The jump in approvals for the hard-goods group was 
exceeded only in 1956. If the iron and steel industry is 
excluded from these quarter-to-quarter comparisons in 
the hard-goods group, the most recent surge is by far the 
greatest registered over these quarters in the past four 
years. (It will be recalled that in the third quarter of that 
year, the steel strike had unduly depressed appropriations 
in the iron and steel industry, which then appropriated 
more than proportionately in the fourth quarter of 1956 to 
make up for their appropriation inactivity in the previous 
months.) This improved position, particularly outside 
the iron and steel industry, foreshadows a rise in spend- 
ing by these industries in the second half of this year. 


Percentage Changes in New Approvals from the Third to the 
Fourth Quarters 


1958 1957 1956 1955 

All Manufacturing.......... 26 15 15 28 

Durables f% sen oe oc 35 29 73 29 

Nondurables............. 18 6 —21 28 
Excluding oil companies 

All Manufacturing. ....... 29 14 19 33 

Nondurables............- 20 — 8 —31 43 


The fourth-quarter rise in appropriations approved in 
the soft-goods industries was significantly higher than 


in the two previous years, but still considerably less than - 


was posted in 1955. Excluding the oil companies, these 


% 


patterns still prevail, with the difference between 1955 


and 1958 even more pronounced. 

On a seasonally adjusted basis, there was a further 
rise in new approvals from the third to the fourth quar- 
ters, following the earlier rise from the second to the 
third. (See chart.) Since these two increases were of 
modest dimensions, the rise from the first to the second 
half of last year was less than 10%. From the trough in 
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the second quarter to the last quarter of 1958, the rise 
in the seasonally adjusted rate of approvals has been 
about one eighth. 


Rise in Durables Halted, in Nondurables Extended 


After rising for two quarters, the seasonally adjusted 
rate of new approvals in the durable goods industries 
eased in the final quarter of last year. Since the earlier 
upturn had been sizable, the adjusted rate of new ap- 
provals in the hard-goods group in the second half of 
last year was significantly higher than in the first half. 

The fourth-quarter adjusted rise in appropriations 
approved by the soft-goods industries was much greater 
than the modest rise in the third quarter. Despite this 
latest rise, approvals in the second half were lower than 
in the first half of last year. 


Backlog Cutbacks Halted 


Capital spending fell sharply in the fourth quarter of 
1958 for the fifth consecutive quarter. Appropriation 
approvals, however, rose for the second consecutive 
quarter. As a result, the level of new appropriations in 
the final months of last year were running above the 
rate of capital spending for the first time since the 
initial quarter of 1957 (on an adjusted basis). 

Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally corrected cancellations 
and expenditures from adjusted appropriations. On this 
basis, backlogs were essentially unchanged in the final 
quarter of last year. Backlogs had been cut back 
sharply for the preceding six quarters. Thus the appro- 
priation boom of 1955-1956, which had built up back- 
logs that supported spending in 1957 and 1958, has 
finally been spent. 


Rebuilding Hard-goods Backlogs 


For the first time since the second quarter of 1956, the 
rate of backlog change in the durables industries was 
positive. (See chart.) For the preceding nine quarters, 
backlogs had been reduced, moderately in some quar- 
ters, and substantially in others. In the second quarter 
of 1958, the backlog cutbacks had diminished and in the 
following quarter almost approached zero. While the 
most recent backlog gain was of moderate dimension, it 
is nevertheless a favorable portent of better things to 
come. 


Soft-goods Backlogs Reduced Further 


Backlogs in the nondurables industries fell again in 
the fourth quarter, for the seventh consecutive time. 
New approvals alone were greater than the rate of 
spending. After cancellations were taken into account, 
there was a moderate decline in backlogs, but much less 
than in any previous quarter of backlog reduction. 


Profits and Margins Improve Again 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. Thus manu- 
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facturing profits rose in the third quarter, as did appro- 
priations. Similarly, both profits and appropriations 
rose in the final quarter of 1958. 

According to the Federal Trade Commission and the 
Securities and Exchange Commission, third-quarter 
manufacturing profits were up 17% from the second 
quarter but were still 11% below a year ago. In the 
second quarter these profits were down 30% from a year 
earlier. Profit margins rose in the third quarter, but 
were still significantly below the year-previous quarter, 
particularly for the hard-goods industries. 

In the fourth quarter, according to the First National 
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City Bank’s preliminary figures, manufacturing profits 
were 33% higher than in the third quarter and fully 13% 
over the final quarter of 1957. Noteworthy was the 22% 
fourth-quarter-1958 hike in profits recorded by the 
hard-goods companies as compared with the year- 
earlier quarter. On a seasonally adjusted basis, this latest 
profits rise represented further improvement over the 


Net Profits, after Taxes, as Percentage of Sales 


1956 1957 1958 
Ly UD TU IV, TTT SV eee 

Aliimig eee 5.3 5.5 49 5.2|5.1 5.0 4.7 44/34 3.8 4.4 
Durables. ..... 5.5 5.6 4.6 5.2/5.2 5.2 46 4.2/3.1 3.6 4.0 


Nondurables...| 5.2 5.4 5.2 5.3|5.1 4.9 4.8 4.7|3.8 4.0 4.7 


Sources: Federal Trade Commission; Securities and Exchange Commission 


preceding quarter. Since manufacturing sales rose 4% on 
an adjusted basis from the third to the fourth quarters 
(as measured by the Department of Commerce), profit 
margins improved once more. 


1958 in Quotes 


With the full record of spending in 1958 now available, 
it may be well to review some of the earlier statements made 
in this series of capital appropriation survey reports: 


From the March, 1958, Business Record: 

“The current survey, in conjunction with the two previous 
surveys, suggests that the decline in capital outlays which 
began in the fourth quarter of 1957 may continue through 
most, if not all, of this year. Certainly on the basis of appro- 
priations approved in 1957, there are few if any signs of a 
quick turn-around in capital spending by manufacturing 
firms in 1958.” 


From the June, 1958, Business Record: 

“This downward tilt in capital outlays was foreshadowed 
by the appropriations survey in The Business Record of 
September, 1957. The current survey, in conjunction with 
the three previous surveys, now suggests that the slide in 
capital outlays of the past two quarters may continue 
through all of this year and into the early months of next 
year. Appropriation approvals of the past four quarters offer 
little if any support for the hope of a change in direction this 
year in manufacturers’ capital spending.” 


From the September, 1958, Business Record: 

“The current survey in conjunction with the previous four 
surveys (see The Business Record of September, 1957) still 
suggests that the downturn in capital outlays may continue 
through all this year and into next year. To the extent that 
the current leveling of new appropriations is confirmed by 
later reports, the end of the capital goods decline may be in 
sight in 1959.” 


From the December, 1958, Business Record: 
“The most recent appropriations rise of modest dimension, 


following upon the leveling out in the first half of this year, 
still points to the end of the spending drop in early 1959.” 


Undistributed corporate profits were even more se- 
verely affected by the business recession. As late as the 
third quarter of 1958, such profits were still 18% lower 
than in the corresponding quarter a year earlier. With 
profits up from a year earlier and dividends steady, 
fourth-quarter undistributed profits were higher than 
the year-ago rate. 


Improved Liquidity 


Liquidity improved once again in the fourth quarter 
of 1958. Measured by the ratio of cash and federal 
securities as a percentage of current liabilities, manufac-: 


Cash and Government Securities as Ratio 
of Current Liabilities 


1956 1957 1958 
Do TET: IV | ee evs ee eee 
All mfp. "His: 533 61 .58..55 .55| .51 .51 .52 55] .53 55 .56 
Durables. ..... 57 53 61 .50| 47 47 49 .51] .51 63 .55 


Nondurables...| .68 .67 .62 .63| .58 .58 .55 .59| .56 .57 .58 


Sources: Federal Trade Commission; Securities and Exchange Commission 


turers improved their liquidity for the third consecutive 
quarter. 

The improvement in liquidity registered over last 
year by the hard-goods manufacturers has been note- 
worthy. 


Cancellations Below Year-ago Rate 


Cancellations of previously approved appropriations 
rose in the fourth quarter of last year under the influence 
of year-end accounting adjustments. In the second 
quarter of 1958, the ratio of cancellations to approvals 
reached a peak of 21%, receded in the third quarter to 
12%, but rose again in the fourth to almost 17%. 

However, cancellations should be corrected for the 
typical fourth-quarter rise associated with accounting 
practice. Cancellations have risen in the fourth quarter 
of each year over the past six years. If cancellations are 
corrected for this typical seasonal behavior and ex- 
pressed as a ratio of appropriations, also corrected for 
seasonal fluctuations, the peak of 23% in the cancella- 
tion ratio came in the first quarter of 1958. Since then, 
the adjusted cancellation ratio has been declining. By 
the fourth quarter of last year, it had dropped to 11% 
of appropriations newly approved during the quarter. 

The absolute level of cancellations can be viewed in 
perspective in terms of the appropriation backlogs out- 
standing at the start of the quarter. At no time during 
the recession, when cancellations rose sharply, have they 
represented more than 5% of the backlogs outstanding 
at the beginning of each quarter. 


Durables Approvals Higher Than Year Ago 


New appropriations approved by the 500 cooperating 
companies fell by only 4% as compared with the year- 
ago rate. While this represented the tenth successive 
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SURVEY HIGHLIGHTS 


In the fourth quarter of 1958, trends observed in 
the previous quarter in capital appropriations and 
expenditures continued. New approvals registered 
their second consecutive rise on a seasonally adjusted 
basis, while the fall in expenditures continued un- 
abated. 

This is the result that emerges from reports submit- 
ted by 586 companies in the eleventh of a continuing 
quarterly survey of the 1,000 largest manufacturing 
companies conducted by Tue ConrEeRENCE Boarp 
with the financial sponsorship of Newsweek magazine. 
(Reprints of earlier reports are available upon request.) 

New appropriations in the fourth quarter were up 
26% from the third quarter, a more than seasonal 
rise. The adjusted rise was of similar dimensions to 
that in the third quarter. Appropriations were still 
below the year-ago quarter, but were now only 4% 
lower; in the third quarter they had been 12% below, 
and in the second quarter, 34% below the corre- 
sponding year-ago quarter. 

Backlogs were 24% behind a year ago, having 
fallen to the level of early 1955. Taking seasonal 
factors into account, backlogs were unchanged be- 
tween the third and fourth quarters. This was owing 
in part to the rise in adjusted appropriations and in 
part to the continued fall in capital expenditures. 

For the first time since mid-1956, a majority of 
companies reported higher new approvals than in 
the year-ago quarter. In the fourth quarter, 52% of 
the companies appropriated more than a year earlier, 
as compared with 44% in the third quarter and 33% 
in the second quarter. This striking rise in the ap- 
propriation diffusion strongly confirmed the con- 
clusion that the turning point in appropriations had 
been reached. 

The modest rise in adjusted appropriations in the 
past two quarters implies that the spending decline 
will probably be reversed some time in the first half 
of 1959. With industrial production close to the pre- 
vious peak, and profits rising strongly, the hitherto 
modest rise in appropriations may soon pick up 
momentum. Whether this occurs in the first quarter 
of 1959 awaits the results of the next survey. 


year-to-year decline, the appropriations cutback was 
among the smallest in this entire series of reductions. 

Nine out of the fifteen industrial groups reported ap- 
provals higher than a year earlier. In the third quarter, 
seven industries were in this group, while in the second 
quarter of 1958 there were only four. In the fourth 
quarter of 1957, just two industries had a higher rate of 
approvals as compared with the previous year. 

One of the more important findings of this report is 
the gain in new approvals posted by the hard-goods 
industries. Following upon eight successive year-to-year 
cutbacks, third-quarter appropriations were approved 
at about the same rate as a year earlier. In the fourth 
quarter, they were up 6%. Particularly responsible for 


MARCH, 1959 


113 


this improvement were the electrical and nonelectrical 
machinery industries, as well as the transportation 
equipment group. 

The plus signs reported in the fourth quarter take up 
where they left off in the third. Thus the iron and steel 
industry had its third consecutive hike over the year-ago 
rate. The nonelectrical machinery and stone, clay, and 
glass industries reported their second straight increase. 
Even more striking was the sharp increase posted by the 
electrical machinery industry, its first after seven con- 


Changes in Appropriation Approvals 
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secutive quarters of decline. Only the nonferrous indus- 
try reported less favorably in comparison with a rela- 
tively strong fourth-quarter of 1957. 

The findings were not so optimistic in the soft-goods 
sector. The biggest increase of any industry was posted 
by textiles, its second straight hike after nine consecu- 
tive quarters of cutbacks. On the other hand, the most 
recent decline in chemicals and petroleum represented 
their seventh consecutive quarter of appropriation de- 
clines. The rubber industry reported its fifth straight 
quarter of reduced approvals. 


Quarter-to-quarter Comparisons Up Sharply 


For all reporting companies, the increase from the 
third to fourth quarters of last year was greater than 
the corresponding gains in the preceding year. This was 
also true for the durables and nondurables goods groups 
as a whole. 

Ten out of the fifteen industries reported increases 
from the third to the fourth quarter, and one reported 
no change. The electrical machinery, food, textile, and 
chemicals industries had increases last year from the 
third to fourth quarters; a year previous, they had re- 
ported declines or no change. The transportation equip- 
ment industry had a much larger increase over these 
periods more recently than a year earlier. 


Three-year Perspective 


Appropriations for the year as a whole were 29% 
lower than in 1957 (see chart). Both the hard-goods and 
soft-goods industries were down about the same as the 
total. 

Only two industries had approvals last year higher 
than a year previous: food and textiles. The following 
industries appropriated at a rate at least 35% lower than 
a year earlier: transportation equipment, paper, chem- 
icals, rubber, and nonferrous metals. Except for the 
stone, clay, and glass, and the two miscellaneous groups, 
every other industry was down at least 20% or more. 
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Compared with 1956, the peak in appropriations, last 
year’s approvals were down by 44%. The only two 
industries that appropriated more in 1958 than in 1956 
were the food and miscellaneous nondurables industries. 
The food group continued to approve at a higher rate in 
each of the past four years. 

Four industries appropriated at a rate of two thirds 
lower in 1958 than in 1956: nonferrous metals, electrical 
machinery, transportation equipment, and paper. Every 
other industry was down by at least one third as com- 
pared with 1956, except for petroleum, which was lower 
by about one fourth. 


A Further Improvement in Diffusion 


The 500 companies reporting information for the past 
four years have been classified into three categories: 
those with increases; those with decreases; and those 
reporting no change. Here each company is counted as 
one unit, without regard to the size of its dollar appro- 
priations. The resulting trend is strong confirmation of 
current improvement in approvals and heralds further 
gains. 

For the first time since the second quarter of 1956, 
more than half of the companies reported higher ap- 
provals as compared with the year-ago quarter. In the 
final quarter of 1958, companies reporting higher ap- 
provals outnumbered those with lower approvals by 
eight percentage points. In the first half of last year, the 
reverse was the case, and by at least twenty-nine per- 
centage points. Over the past two quarters, the im- 
provement in the number of companies with higher 
approvals has been striking. 

The increase in the number of companies reporting 
higher approvals compared with a year ago has been 


Percentage of Companies with Higher and Lower 
Appropriations 


1’57 | IL’57 | I11’57| IV ’57| 17°58 | I1’58 | IIL ’58| IV 58 


All mfg 
Higher 48 | 42 | 89 | 39 | SL | 33 | 44 | 52 
Lower...... 50 | 54 | 54 | 57 | 65 | 62 | 49 | 44 


No change..| 2 4 7 4 4 5 t 4 
Durables mfg. 


No change..| 2 4 8 3 3 5 9 4 
Nond’bles mfg. 

Higher......| 51 43 45 41 36 37 46 52 

Lower...... 47 54 51 54 60 57 48 44 

No change..| 2 3 4 5 4 6 6 4 


more marked for the hard-goods group. Here the latest 
survey matches the results last reported in the second 
quarter of 1956. The gains since the first half of 1958 
have been particularly noteworthy. 

The hike in the number of nondurables companies 
posting higher appropriations has been less spectacular 
than in the case of the hard-goods sector. The resulting 
number of companies with higher approvals was still 
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less than the corresponding number reported in both sec- 
ond and third quarters of 1956. It exceeds, of course, the 
comparable number in each subsequent quarter. 

This marked improvement in diffusion over the past 
two quarters represents an important turn-around. In 
part, it reflects the comparatively low level to which 
appropriations had declined. In part, it signifies a snap- 
back from these reduced levels. If the underlying theory 
of the diffusion approach to economic phenomena is cor- 
rect, then the past two quarters strongly suggest that 
the modest gains thus far registered in dollar approvals 
should be extended this year. 


Lower Rate of Backlog Reductions 


In the last quarter of 1958, backlogs were cut back _ 
still further, for the seventh consecutive quarter. The 


Changes in Outstanding Appropriations 


1°57 | 11’57 | T1L’57| IV '57| 158 | I1’58 | IIL’58 | 1V'58 


156 | 1156 | I11’56|1V’56| 1’57 | I1’57 | IIL’57| IV 57 


Allmfgio?-%.. 12 | —1 | —11] —20| —31| —34) —31| —24 
6 —27 | —16 
—35 | —33 


largest minus year-to-year comparison came in the sec- 
ond quarter of 1958. The rate of cutback was slightly 
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less than in the third quarter, and significantly less than 
in the fourth quarter of last year. 

This relative improvement in the fourth quarter in 
terms of smaller backlog reductions came almost en- 
tirely in the hard-goods group. The cutbacks in backlogs 
reported by the nondurables sector continued at almost 
the peak rate of the two previous quarters. 

Backlogs, whether in terms of unfilled orders or 
unspent appropriations, typically lag behind new orders 
or new approvals. In the past two quarters, new appro- 
priations have increased only moderately and still lag 
behind the year-ago rate. Spending has been cut back 


Appropriations in Second Annual Decline 
ALL MANUFACTURING 
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See table 4 
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much more sharply. As a result, backlogs are still falling, 
though at a reduced pace. 

Only three groups had year-end backlogs higher than 
twelve months earlier—nonelectrical machinery, tex- 
tiles, and miscellaneous nondurables. Of the industries 
with lower year-end backlogs the following reported 
smaller cutbacks than in the previous quarter: iron and 
steel, electrical machinery, transportation equipment, 
stone, clay, and glass, food, rubber, and miscellaneous 
durables. 


Back to First-quarter-1955 Level 


The continuing decline in backlogs by year end has 
brought them below the level prevailing at the end of 
the first quarter of 1955. For the durables group alone 
the 1958 year-end backlogs were at the level at mid- 
1955. For nondurables, the latest backlogs were almost 
at the rate prevailing at the start of 1955. 

Among the durable goods industries, year-end back- 
logs for the nonelectrical machinery and miscellaneous 
groups had dropped to the level at the end of the first 
quarter of 1956, while nonelectrical machinery backlogs 
were at first-quarter-1957 levels. The year-end backlogs 
were at the level at the end of the third quarter of 1955 
for iron and steel, and at mid-1955 for fabricated metal 
products. For nonferrous metals, the year-end backlogs 
were about the same as at the start of 1955; for transpor- 
tation equipment and stone, clay, and glass, the latest 
backlogs were below those even at the beginning of 1955. 

In the nondurables sector, the year-end backlogs for 
miscellaneous nondurables were close to the peak of the 
previous quarter. For the other soft-goods industries, 
these backlogs were at levels prevailing during or before 
1955. 

During the final quarter of last year, backlogs were 
reduced by about $360 million, compared with a cut- 
back of $1,130 million in the year-ago quarter. During 
the third quarter of last year, outstanding appropria- 
tions fell by about $430 million. 

The backlog reduction in the fourth quarter of 1958 
for the durables sector alone was only $50 million, com- 
pared with a drop of $520 million a year earlier. Back- 
logs for nondurables fell by about $310 million, com- 
pared with a fall of about $600 million in the fourth 
quarter of 1957. In the last quarter of 1958, backlogs 
rose in the nonelectrical machinery, transportation 
equipment, and textile industries. 


Backlog Diffusion Improves 


As in the case of new approvals, further perspective 
is added when the 500 companies are counted as units. 
In the fourth quarter of last year, the number of com- 
panies reporting higher backlogs than a year ago in- 
creased for the second time, and at a faster pace. 

It is noteworthy that significantly fewer than 50% of 
the companies were still reporting by year end larger 
backlogs than a year earlier. 

The gain in the number of reporting companies with 
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higher backlogs was evident both for the durables and 
nondurables groups. For the hard-goods sector, the im- 
provement carried it back midway between the second 
and third quarters of 1957. For the soft-goods sector, the 


Percentage of Companies with Higher and Lower Backlogs 


1’57 | I1’57 | 1 ’57| 1V’57| 1’58 | If’68 | IT ’58| IV’58 
156 | I1’56 | TIT ’56|1V 56) 157 | IL’57 | LIL ’57)| IV 57 


All mfg. 
Higher...... 49 43 38 33 28 29 31 38 
Lower...... 48 53 58 61 68 66 63 54 
No change..| 3 4 4 6 4, 5 6 8 
Durables mfg. 
Higher...... 48 41 35 29 93 26 30 37 
VER clei ss 48 54 60 64 G2 68 64 53 
No change..|. 4 5 5 7 5 6 6 10 
Nond’bles mfg. 
Higher. 50 46 42 40 33 31 32 40 
Lower...... 48 51 55 55 64 64 62 55 


No change..| 2 3 3 5 3 5 5 5 


latest finding was identical with that of the fourth 
quarter of 1957. 


Durables Backlog Rate Rises Sharply 
The rate of backlog at year end was higher than 


than the year-ago level, as it was in the previous 
quarter. The iron and steel and nonelectrical machinery 
industries were mainly responsible for this improved 
showing. Only the fabricated metal products group had 
a lower backlog rate than a year earlier. 


Number of Quarters of Commitments or Expenditures 
Represented by End-of-quarter Backlogs 


1956 1957 1958 


Ie (lls U1 lV ily WG tle IV |p ae 


All mfg...... 4.3 3.8 3.8 2.9141 3.4 3.2 2.5|3.7 3.2 3.3 2.9 
Durables. .| 4.8 4.3 4.6 3.2/4.4 3.8 3.6 29/43 4.2 4.6 4.1 
Nond’bles .| 3.8 3.2 3.1 2.5| 3.7 3.0 2.8 2.2|3.3 2.6 2.5 2.0 


On the other hand, the backlog rate in the soft-goods 
industries was again lower than a year earlier, as it has 
been for the preceding six quarters. Only the textile and 
paper industries had backlog rates higher than a year 
ago. 


Backlog Rates on a “Spent” Basis 


The backlog rates hitherto discussed represent an 
admixture of spending and commitments. Some com- 


panies have been able to report their commitments of 
appropriations. (A commitment is the placing of the order 
after the appropriations has been approved.) For these 
companies, backlogs represent uncommitted appropria- 


twelve months previous. These rates show for how many 
quarters the appropriation backlog will last at the cur- 
rent rate of spending or commitments. 

The backlog rate for durables was significantly higher 


Tablel: Estimated Capital Appropriations for the Thousand Largest 
Manufacturing Companies, Quarters 1956-1958" 


Millions of dollars 


1956 1957 1958 
I I Til IV I Ir it IV I II I IV 
All Manufacturing 
Opening backlog...............+.. 8,240 | 10,231 | 10,493 | 10,037 9,469 | 10,939 | 10,071 | 8,815 | 7,607 | 7,711 | 6,816 | 6,253 
Newly approved 7.7. 2. Sasa Maree 4,909 8,579 2,578 3,031 4,536 2,634 1,804 | 2,258 | 2,652 | 1,680 | 1,624 | 2,036 
Committed or spent............00-- 2,807 3,201 2,891 8,659 2,918 8,309 2,962 | 3,052 | 2,116 | 2,201 | 1,991 | 2,161 
Canceled ark: siete ate ecg, 6:sie arate err enenstete IW A 186 189 227 116 205 119 404 400 366 203 321 
Closing backlog. 1c.) tienes eee 10,226 | 10,477 | 10,033 9,288 | 10,944 | 10,092 8,818 | 7,600 | 7,748 | 6,817 | 6,250 | 5,814 
[Capital expenditures.............. 2,194 2,926 3,043 3,757 2,855 3,354 3,251 | 3,418 | 2,259 | 2,286 | 2,059 | 2,180] 
Durable Goods Industries 
Opening backlog) ..-.,..,.000l8e vente 4,946 5,754 5,940 5,565 5,495 5,778 5,383 | 4,654 | 4,211 | 3,862 | 3,654 | 3,480 
Newly BPDroved 3. sae ae eee 2,459 1,977 1,077 1,758 1,762 1,327 716 | 1,149 740 808 731 | 1,033 
Committed or spent... ........0000- 1,696 1,740 1,380 1,890 1,439 1,633 1,895 | 1,429 912 914 839 918 
Canceled Gcatee ia\eBii6 sage <oxacel/s Ae cee 63 59 72 86 49 85 67 186 164 98 72 136 
Closing backlog... <0. 0.0 s/ias/ean 5,748 5,927 5,556 5,345 5,'780 5,395 4,650 | 4,221 | 3,878 | 3,651 | 3,473 | 3,457 
[Capital expenditures.............. 1,116 1,528 1,617 2,071 1,499 1,724 1,596 | 1,695 | 1,061 | 1,044 938 942] 
Nondurable Goods Industries : 
Opening backlog. 720. To. ee eee: 3,295 4,476 4,553 4,472 3,975 5,161 4,688 | 4,161 | 3,396 | 3,849 | 3,162 | 2,773 
Newly. PEDLOVEDL Wie | eee 2,451 1,603 1,501 1,273 2,774 1,307 1,089 | 1,109 | 1,912 873 893 | 1,002 
Coniitited OF 8 Pend Oe 8 «6 ooh Bont 1,210 1,461 1,611 1,670 1,479 1,676 1,566 | 1,622 | 1,204 | 1,288 | 1,158 | 1,243 
Cane BURP cd. i ae ard; Se 54 77 67 142 66 120 52 268 235 267 130 184 
Glosingibacklogy: <  7i. Sica eee 4,477 4,550 4,477 3,943 5,165 4,697 4,167 | 3,379 | 3,870 | 3,166 | 2,776 | 2,357 
[Capital expenditures.............. 1,078 1,398 1,425 1,687 1,356 1,631 1,656 | 1,723 | 1,198 | 1,242 | 1,121 | 1,238] 


1 Data for 1956 based upon 559 sepertans companies; data for 1957-1958 based upon 586 reporting companies. Industry details may not add up because of rounding. For basic 
data underlying 1956 estimates see The Business Record, March, 1958, p. 88. Comparable data for 1957-1958 available upon request 


Source: Tor ConFreRENCE Boarp 
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tions. Other companies have not been able to report 
commitments. In the second group, appropriations are 
expired only when spent. (See table 5.) 

On this new basis,! the backlog rate in terms of year- 
end unexpended balances divided by fourth-quarter- 
1958 capital spending was higher than a year earlier 
for the first time since the second quarter of 1956. Only 
the backlog rate for the hard-goods industries was 
higher than a year earlier. In the soft-goods group, the 
unspent backlog rate was still no higher than a year ago. 
(See table 6.) 


““Smaller’’ Companies Respond Earlier 


The relation between capital appropriations and 
capital spending can be studied in more detail by size of 
firm. The present study, to be pursued further in later 
issues of The Business Record, is based on returns from 
586 identical companies reporting for all quarters of 
1957 and 1958. 

In the fourth quarter of 1958, capital appropriations 
of “small” and “medium” companies were almost 20% 
above a year earlier, while for the “large” companies 
they were 12% lower. (Small companies in this apex of 


Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1957-19581 


Money figures in millions of dollars 


III ’58 | III '57 


All manufacturing.......... 1,465 | 1,521 26 15 
Durable goods industries....| 726 686 85 29 
Primary iron and steel...} 228 217 4 23 
Primary nonferrous metals 17 97 —50 | 288 
Electrical machinery and 
equipment........... 125 86 184 | —35 
Machinery, except 
electrical wjatitakis 6s 131 87 66 78 
Transportation 
equipment?........... 88 58 105 32 
Stone, clay and glass 
EOOUCEE je Stes sos 13 63 —6|-8 
Fabricated metal 
PTOGUCES . = vive ie che cis oars 16 33 —11 120 
Other durable goods 
industries*........... 48 45 118 88 
Nondurable goods industries.| 739 835 18 6 
Food and beverages..... 79 60 8 | —29 
Textile-mill products. ... 52 22 58 0 
Paper and allied products 47 80 24 74 
Chemicals and allied 
PTOCLUICES's, hese sPetae'es = 184 234 86 | — 2 
Petroleum and coal 
POCUCLS: 22s c:cid's ors». 337 392 15; 18 
Rubber products........ 31 39 0; -—65 
Other nondurable goods 
Buiduastries* spake casts cists 9 8 —64 | —67 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

2Includes lumber products, furniture and fixtures, instruments, ordnance and 
miscellaneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Source: Tos ConreRENcE Boarp 
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Table 3: Outstanding Capital Appropriations for 
Reporting Companies, 1957-1958! 


Money figures in millions of dollars 


No. of Quarters 
of Commitments 
% or Expenditures 
End of: Change} Represented by 
IV ’58 Outstanding 
Tv 67 | Appropriations 
IV 58 | IV ’57 IV "58 | IV ’57 
All manufacturing.......... 4,586 | 5,988 | —24 | 2.9 2.5 
Durable goods........... 2,713 | 3,236 | —16 | 4.1 2.9 
Primary iron and steel. .| 1,264 | 1,340 | — 6] 5.4 3.1 
Primary nonferrous 
metalic as ys Bae 185 458 | —60 3.4 3.0 
Electrical machinery and 
equipment.......... 460 547 | —16] 4.2 4.0 
Machinery, except 
electrical... 6 6.40230 874 359 4} 54 3.4 
Transportation 
equipment?......... 132 190 | —31] 2.1 1.9 
Stone, clay and glass 
products 56.0 fen .6ie3 177 211 | —16| 2.65 aig 
Fabricated metal 
PLOGUCESS 5710 oc caltteke cit 50 56 | —11 1.4 1.6 
Other durable goods’. . . 71 75|—5| 22 22 
Nondurable goods........ 1,822 | 2,702 | —33 | 2.0 29 
Food and beverages....} 157 160 | — 2] 2.0 2.3 
Textile-mill products. . . 65 56 16 | 24 1.6 


Paper and allied products} 197 286 | —81]} 3.1 2.9 
Chemicals and allied 


products. to. shake 33 672 | 1,217 | —45 | 2.8 3.0 
Petroleum and coal 

Products so. scion 627 845 | —26 | 1.4 1.5 
Rubber products...... 64 108 | —41 1.8 1.8 
Other nondurable goods* 40 31 29 | 2.5 2.6 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

3 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 


4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 
Source: Tor ConrERENCE BoarD 


the manufacturing pyramid are those with year-end 1954 
assets of under $50 million; medium are those with $50 to 


Year-to-year Percentage Changes in New Appropriations 
and Spending by Size of Firm, 1957-1958 


Appropriations 
IV’58 II1’58 Il’58 I1’58 | IV’s8 III's8 I1’58 I1’58 


Spending 


Small 4.7.1.5; 18 § -—44 —31] —27 -—35 —30 22 
Medium 19 —33 —41 —17| —28 -—26 -—25 —Il17 
Large...... —12 —9 -—33 —46}] —39 -—38 —32 —18 

otal — 8 —ll -—35 —43 | —38 —37 -—31 —I18 


$100 million; and large are those with more than $100 
million.) In the third quarter only the small firms had 


1The industrial composition of the two groups—(A) committed 
basis and (B) spent basis—is quite similar. As measured by total 
assets of the companies, the distribution for (A) understates some- 
what the iron and steel and chemical industries and overstates some- 
what the two machinery groups and food. The industrial composition 
of these two samples will be further discussed in a subsequent publi- 
cation 


Table 4: Capital Appropriations for Reporting Companies 1957-1958, by Quarters' 


Millions of dollars 


1957 1958 
I II Il IV I II It IV 
Att MANUFACTURING 
Opening backlog... ...x.. Seten' 5s stehte aes mrociesordpie sox ie 7476 8,635 8,039 7,065 5,945 5,957 5,329 4,898 
INewlyiapproveds |. fn)cch.c5, Se a ee eine ois, ER Ee 8,400 1,947 1,320 1,521 1,923 1,291 1,166 1,465 
Commitied or spent << :/ticaeetee Sect oe woe a8 oe 2,127 2,390 2,217 2,336 1,591 1,643 1,467 1,588 
Canceled CEs ooic.s. sk Rae ae Mee ee ee es ee 8&0 160 8&9 301 298 272 136 242 
Glosingibacklog? 22.2 Seer ome o ee cee eet 8,641 8,050 7,068 5,938 5,979 5,330 4,898 4,536 
Si Capital expenditures #60: Wale Pe 2,018 | 2,421 | 2,412 | 2,594 | 1,680 | 1,698 | 1,626 | 1,604] 
Duras_Le Goons InpUsTRIES 
Opening backlog fore. Bonser ee oem: 4,309 4,562 4,316 3,757 8,225 2,945 2,863 2,762 
Newly approved . = ois. 3.5 sh qari: cane sete teeters eae 1,311 971 531 686 526 647 536 726 
Committed or’ spent 0, Aceon Reenter nee 1,027 1,146 1,052 1,099 691 680 602 668 
Canceled... Sis Bos Ae tlge SR cee Oe CTC RC 30 62 50 99 109 48 36 102 
Closing"backlog: i, 5°. % 2. Gensco cect eames 4,564 4,327 3,754 3,236 2,952 2,863 2,758 2,713 
[Capital expenditures... .........00c0ccceeeeeeeeees 1,013 | 1,207 | 1,180 | 1,288 782 768 682 692] 
Primary iron and steel 
Opening backlog? )-f:,2- <//tase seis cere ree tet ete 1,773 1,894 1,805 1,565 1,326 1,185 1,288 1,283 
Newly approved .'3.°. |...) Hibs .¢ ee eke See 451 316 176 Q17 131 | 350 219 298 
Committed or spent inns... .ceetos ak Ree Stee ee es ee ee 829 402 405 487 263 242 22h 235 
Canceled oie on tobi ntkeie do tle sect RCE TR as eee 1 3 12 6 9 4 a 12 
Closing backlog. 2ttec ie) skete fat ee ics cei iene 1,894 1,805 1,565 1,340 1,185 1,289 1,283 1,264 
[Capitaltexpenditures $9.\5- eee" seen ae ea tee 825 425 430 480 286 288 245 233] 
Primary nonferrous metals 
Opening backlog een eae ee tet eter ea ioee ieee 729 658 692 534 459 383 279 263 
Newlyapproved 24> Sovian. Geere Meio eter oien caer 117 199 25 97 58 12 34 - 17 
Committed or spent... tess Cea ee ee ee ee 185 168 180 153 124 109 46 54 
Canceled : Ac Bs nc te ee 4 te 4 19 9 8 4 40 
Closingtbacklog;,..2ntte.autuete eae Pree oe ee 658 692 534 458 384 Q79 263 185 
[Capital expenditures: . :., jaro. eee eee ise eae ee 156 191 188 182 113 87 72 74) 
Electrical machinery and equipment 
Opening backlog 33 45. Cheri de toes oot tee ee 650 690 612 620 547 542 529 464 
Newly approved 32 ecu te oe eet coe ee fee eee 166 84 133 86 74 82 44, 125 
Committed ‘Or spent co: 4e tee ee ee 116 130 123 188 66 82 96 109 
Canceled. 5-55 86.4 ci tok Soe EEE RE ee aE 10 22 11 21 12 18 18 20 
Closing, backlog.\\osss dais anh ee eee eee 690 622 620 547 542 529 464 460 
[Capitalexpenditures . (a: is.ars seine ae arene nee eee a 94 123 121 159 79 97 110 121] 
Machinery except electrical 
Opening backlog 437. oe). ckietae ie ech ele einias Cea 317 431 417 387 359 313 801 316 
Newly approved £.).0 10 Bh Peete ae he 216 121 49 87 15 58 79 131 
Commitied or spent. SO85. Manes Ae eee ee 100 118 79 105 59 67 65 69 
Canceled Vo Ri Ae oi 3 Sie Ne 2 on Mee eee, Meee eee 3 17 2 9 56 1 7 
Closingibacklog. 035.6 c.0t eee eon ee Cte 430 417 384 359 319 300 313 874 
{Capitalfexpenditures >, 4%). Blas «ae he ete eee ke 94 105 123 145 87 86 72 76] 
Transportation equipment including motor vehicles 
Opening backlog irc 4 tice checker ok bie ae ae $33 853 820 Q47 192 178 150 114 
Newly approved ay.<atcest camara oe ee oe 153 116 44 58 58 49 43 88 
CONUTIBED OF EDEN? = Mina Xo i ae RE eine acter 121 Lhh 104 100 69 64 65 63 
Canceled 2 Fe crciu cers tin os einteettte tee ete gt 11 5 13 16 3 12 15 8 
Closing backlogah ns out ax ie ome Ree oie ee a eee 353 320 Q47 190 179 151 114 1382 
[Capitallexpendituress).ca0); ange nee teem see oe 174 166 133 139 89 75 69 61) 
Stone, clay and glass products 
Opening backlog 9) No.5 sel aiahte obs ccd eee ee 349 839 295 258 Q11 179 158 181 
Newly dipproved «Saucon sole a ae see eer 95 80 65 63 44 53 77 73 
Ommitied Or spent 5.5 Wns tte tne ait PER Oe 108 119 94 95 60 66 61 70 
Canceled & so irke sel enti We eld ted ee ee 1 6 6 13 16 § 2 5 
Closing backlog ot ose. crit castusiessiesatcicaaie ters teenatioe 342 296 258 211 180 158 179 177 
[Capttal’expenditures sia ass sks + oe Lees teem 103 115 110 104 64 73 56 61] 


(Footnotes on page 120) 
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Table 4: Capital Appropriations for Reporting Companies 1957-1958, by Quarters!—continued 


Millions of dollars 


1957 1958 
I II Til IV I Ir I IV 
Fabricated metal products 
@peningibacklog: 9k. 0) nee! Oe, aici eee 76 107 87 68 56 92 85 15 
Newly, ADDLOVE sete ca.< anes eI. sites Sete Orch a eS 69 Q1 15 33 61 16 18 16 
COT AULED ONS V ERLE oisiaihe tet save, ese a © cat eet eaus 388 41 3h 36 24 2h 29 36 
CONCCLCU MAT Ue teeters sds Te skis ROO: Oe 1 a a 10 1 a a 5 
Dicsing Dacklog sme ieE.. OMG. eee, 107 87 68 56 92 85 15 50 
[C@apitallexpenditures {426 ote aaeitea pesos sidcicie boos ee 86 48 40 39 31 31 81 31] 
Other durable goods industries* 
Gpeningshacklog= ae ness eetetite asks clots. « sts Denese 81 89 88 77 15 73 71 66 
New lyse PDrovedivtsycr yeas Settle cs< «beets ise. > ih 35 24 45 26 28 22 48 
Wonunuiited OTS Penton we eb aeee Fy Aah eae sists SRE a8 34 83 82 3h 25 27 25 32 
(CL Tea aL = trees Rin ee GOR. SERENA EN, Oe iy Re 1 1 2 § 3 1 1 4 
Ricamiaiacklog tee et She 89 88 17 15 73 71 66 71 
[Capital expenditures 31 34 35 35 32 30 Q7 34] 
NonDurasBLE Goons INDUSTRIES 
Opening backlog etre nes Aaa stile «chine caepeie 3,166 4,073 3,723 3,308 2,719 3,011 2,467 2,136 
Newin Huprovcd selmi ated Son hic des. «des Baoan 2,089 975 789 835 | 1,397 643 630 739 
Compile OTS PETE ar cere AL eee Ns S83. SPREE eas) 1,099 1,245 1,165 1,288 900 962 865 920 
anceled: Pagan ee ee ae ees ER, Sine Selous eats tee 49 98 89 202 190 22h 100 140 
Glosingsbacklog fare srrava ge oe ots Goch asians ees 4,077 3,724 3,314 2,702 3,028 2,468 2,140 1,823 
H@apital expenditures. uo. viyeerGite o aystensbes <jarefe crs eynce es 1,004 1,214 1,232 1,311 898 929 844 913] 
Food and beverages 
Dounce backlog) Ayes cud ehowild Jlazeue nahh sehics 179 195 166 181 160 194 160 160 
INN LY TAD LOVE. dette i ye Oba ni « mata he iniie sysye susuc ica 91 52 85 60 96 59 73 79 
BONTULCAON S DENb a ot nek ee oe seuss nee eee 71 77 68 69 59 8h 72 77 
CANCELED Ane n Fe kt ee Mba Rte Met Shere et SO 2 3 2 13 3 2 1 5 
Closing backlogs o beitcis haa. 2a tee ws se neyo 195 166 181 160 194 166 160 157 
(GapItAleEXPeNGILUNEs ras oe. hee eee one Ce eee ne 66 83 76 70 58 75 74 85] 
Teaxtile-mill products 
Cipeninedoacklog ras soit Mettidets + = 5 Jeanette neae Aare es « 115 103 89 70 54 48 40 42 
PWV LAD DIONE team oy -cctevacteksbs auc citeas as ¢c.c eae ioe a 37 29 Q2 22 22 Q1 33 52 
Garritretseed) OTE PENS oe. ste ened oe = Pike oe a Gee es 45 42 38 36 27 28 30 27 
(SOT oe, Mtoe, Pee ROE TOO, TC OC Omen 2 1 2 1 2 1 1 2 
MELO SIT SHOCK OP EMMEN, ooops sisi seals capil aiein MeetIe ee ora e 106 89 71 56 48 40 42 65 
[Capitaliexpenditures!).s2iciers cov anf de baer nde oe a 40 42 40 41 30 28 Q7 28] 
Paper and allied products 
Mpenin TIDACK Og saps Wastes es itis clare a ee aiatiata aie ve ods 439 465 875 312 307 266 244 220 
NEWLY CAD DLOVEC aie pain anus tcpsiyetean elatainte a aashererriayegic is 128 42 46 80 46 44, 38 AT 
WCONLINBLCD: OT SDCNL AL. a herons ae Aedes. Ke Una hS 97 126 104 99 83 65 60 63 
(CHUTE ae 0. yet Bin BORE Fu Dt OG OS DOC SES OEIC Ie 4 6 5 tf 4 2 2 7 
Glosingibacklog pie. lcatycuce caseiaiiys ettios. : » Kieislivone ceria 465 375 313 286 266 243 220 197 
IapitaVexpenditures® a setes. scans 2 cae aces ou ogie seaiaieks 100 120 112 113 80 69 63 64] 
Chemicals and allied products 
(Wpentngubacklogem wus Mpa Mere Cob ips. «theo Perelbiers, ote 1,378 1,608 1,549 1,421 1,217 1,116 877 753 
Be ty anpreveds io eas ara tis, $e. . 0k cots 479 313 239 234 239 164. 135 184 
(CHT DOE NUS GNGID, eho 0 Dyce DS Cyne ORS SIC ane 243 824 357 409 269 279 256 242 
TICCLEM RRR oN ae ke RTI Mites 058d oftions. AE Rial s i) 49 6 28 61 131 9 23 
(Slosin wh DACKIOR tren Vanessa tcciaeee © disinit vis etone ces 1,608 1,548 1,425 1,217 1,127 871 758 672 
(Gapitalvexpendituresita): ee ae tos eae. ats nate tach 248 327 366 417 Q71 278 253 240] 
Petroleum and coal products 
Mpening DACKOD Mert a ies ays ie tcltee a rete canes necks 908 1,531 1,366 1,152 844 1,256 1,030 842 
Nevin apntoved ste 0001S... Mes 902. Aik vs 1,268 466 331 392 946 317 293 337 
MLoETTOLER, OTS PCN ga erates Were ekt « elagrten Nias «ay do si aueisyes 588 610 528 552 410 459 405 461 
(CORTES REINS Gest He TOG Tee eee See 29 388 23 147 119 82 75 98 
Plosmppacklog we nan seme ee te alss oe eee alae eae 1,532 1,368 1,153 845 1,261 1,031 842 627 
Diaasttal expenditures jos: vcheseanctics a obtsio alvin ee teed SS 493 576 572 600 407 428 384 452] 


(Footnotes on page 120) 
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Table 4: Capital Appropriations for Reporting Companies 1957-1958, by Quarters'—continued 


Millions of dollars 


Rubber products 


Opening backlog: 38... f= Biss: 22 ee Ss 129 
Newly approved’. 323. .')/2,, Sei ee 63 
Committied-or ‘spent<®: ) 2% Aah Pen tee ee ees 44 
Canceled d= 4:2 35.0 hes os ee Oe ORL ee 5 
Closing backlog. «20.0: , 32 heb teak 3 eee, ys Se eae 143 
{Capital expenditures... (7370.9) ..5 Mie. bn ee Ser 45 
Other nondurable goods industries® 
Opening backlog’: 22)... Meee ok sop oS 2 seat fete 18 
Newly: approved: 255,.. ..). 7a Pees os a ee 23 
Committed: or apent?s. 6. 218 tie toa Ree oss eee 12 
Ganceledo:6 J 55 A..3 es ee BM ate Se aes 1 
Glositig ‘backlog: 29", S57, 4. nee ees © ree geet 28 
[Capital expenditures 4. ..ch/GNan- J) Bieta rene oat 12 


1957 1958 

II iit IV I II Il IV 
143 153 135 106 104 85 73 
63 41 39 39 22 81 31 
51 58 60 89 36 33 35 
1 1 6 1 § 11 4 
153 135 108 104 85 73 64 
51 52 54 39 36 29 35] 
28 24 36 31 ae | 31 46 
10 24 8 9 16 26 9 
14 12 12 13 12 10 16 
a a 1 a 1 a a 
24 36 31 Q7 30 46 40 
15 15 15 12 15 13 10] 


1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 
quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a—Less than $500,000 
For 1955-1956 data see The Business Record for September, 1958 


higher appropriation rates than a year earlier, while 
both medium and large firms had substantially lower 
rates; in the second quarter the appropriations of all 
three groups were much lower than a year earlier. 

In the third quarter the year-to-year comparisons 
for all size groups were markedly better than in the 
second quarter. But only the small firms actually had 
higher appropriations than a year earlier. Their 5% gain 
in appropriations over a year ago was increased to 18% 
in the fourth quarter, at which time they were joined in 
the plus column by the medium firms, which changed a 
33% year-to-year drop in the third quarter to a 19% 
rise in the fourth quarter. But the large firms, whose 
year-to-year change in appropriations improved from 
—33% in the second quarter to —9% in the third 
quarter, failed to show an improvement in the fourth 
quarter when they were still 12% below year-ago levels. 

Thus the smaller companies seem to have responded 
earlier to the pickup in general business conditions. 
This has implications for the interpretation of the 
appropriation diffusion. The improvement in the appro- 
priation diffusion in the past two quarters has been 
greater than indicated in the dollar totals. In the fourth 
quarter, 52% of companies had higher appropriations 
than a year ago, yet the total dollar volume was 4% 
lower. This now turns out to be a reflection of the 
earlier turn-around in the appropriations of the smaller 
firms, which register a greater effect on the diffusion 
than on the dollar totals. 


Spending Patterns: Large and Small 


The spending patterns of the large and small firms 
also tend to differ in a significant fashion. The smallest 
firms had a lesser year-to-year drop in spending than the 


Source: THe ConFERENCE Boarp 


large firms in every quarter of 1958. In the fourth 
quarter this gap began to widen. The year-to-year com- 
parison for the small firms improved from —35% in the 
third quarter to —27% in the fourth quarter, while the 
—38% shown by large firms in third quarter worsened 
slightly to a —39% in the fourth quarter. 

Another indication of the leading role of small firms 
is provided by quarter-to-quarter comparisons. In the 
fourth quarter of 1957, which was the peak in unad- 


Year-to-year Percentage Changes in New Appropriations 
and Spending by Size of Firm in Durables and Nondurables 
Goods Industries, 1957-1958 


Appropriations 


Spending 


IV ’58 III ’58 II’58 1’58 | IV’58 IIl’58 Il’58 I1’58 
IV 67 Ill’s7 W’67 1°67 | 1V's7 Il ’sy W'sy 1757 


Nondurables 

Small....} 96 5 —55 —29| —29 -—38 -—34 —80 
Medium..| 18 ~—12 —54 —42| —44 -—47 -—35 —27 
Large....| — 9 3 —30 —63| —46 —41 -—38 —24 
Total. .| — 4 1 -—35 —58| —45 —42 -—87 —25 

Durables 

Small. ... 2 4 —26 -—33] —25 -—31 —292 — 65 
Medium..| 24 —46 —15 3|—7 1 —12 —4 
Large....| —16 —17 —86 —86| —83 —85 —25 —19 
Total..| —12 —20 —34 —33 | —30 -—32 -—24 —1l1 


justed spending, capital outlays by large firms were 8% 
higher than in the third quarter, medium firms were 9% 
higher, while small firms were contraseasonally 1% 
lower. Thus the small firms seem to have led in the 
downturn. In reverse, while spending of large firms in 
the fourth quarter rose 5% over the third quarter, and 
that of medium firms 6%, the small firms’ spending was 
11% higher than in the previous quarter. So the latter 
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Appropriation Diffusion: A Further Sharp Rise 
Appropriations 
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Distribution of 500 companies reporting higher or lower appropriations and backlogs compared with year-ago quarter 
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Table 5: Capital Appropriations for Manufacturing Companies: (A) Reporting on a Committed Basis and 
(B) Reporting on a Spent Basis, 1957-1958, by Quarters 


Millions of dollars 


A. COMMITTED BASIS 


Att MANUFACTURING 
Opening ‘backlog 42 Sore vcnncrodeteme oie «2 seiahenite 4 
INewly.approved Ss. 0. ee stae inc aera seks iets < 
Commirited 02 Bo a el REE eaes > See eh shes 


Glosing' backlog y..hc dare wee eee coe: Fae cereals 
[Capital expenditures 457 shu seers ned Jee. eae 


Durables 
Opening backlog? 2 od haa eceRelen es os + sence 
Newly approved. .5 2. diate seed waes © seamen ale 
Committed Se soc see cee cee SOs > = Dele eee 
Closing backlog kis cae oe ea ee @ sees 
[{Capitalexpenditures:, j.0 200 See ciceelee soaks sete ae 


Nondurables 
Opening ‘backlogs -c5\'2 Goenee epee tale eee ees 
Newly approvedias:gaci.. jones ion 2. te Ue iors 
Committed 2 oe Oe Tas eee ae neice 


Closing backlog =... 3)s:ct «4 ose eine ce Urine cee ao A eee 
[Capital expenditures). 2204.5 ead. «ices oases ol oil ols 


Opening backlog... sigue cre. cee eee OU a einen ee o ciara 
Newly: approved .'),.. fo 500. 4: Sei hae en eee ee mens 
Capital expenditures 
Canceled isis ksi lsh stpesou henselae Neg ERT A Sa ak het a 
Closing backlog’)... 5. sini. acveineiesdae tyes acer cel eae 


Durables 
Opening: backlog’ s,5,.\..6:% <.J&5. ccna eee w heresetere aed 
Newly ‘approved |.0.2 5) auc eee rites os creche seis: 
Capital expenditures 
Canceled’ heii 45% oho ALES ee ne 


Nondurables 
Openitig backlog 5215) sexes oe erect oi etriie otetersnte reese 
Newly approved’ @ ./.i).nasicaen einer once « Aten see ae 
Capital expenditures 
Canceled... <n Re ee eae OE ee 


905 315 Q75 491 
485 502 425 497 
76 88 68 &3 
1,778 1,504 1,278 1,192 
575 558 502 512] 
1,170 1,045 976 937 
180 180 161 309 
Qhh 221 183 233 
61 28 19 33 
1,044 976 935 982 
335 309 264 256] 
264 734 521 342 
725 135 114 181 
241 280 242 263 
1h 60 49 50 
734 528 343 210 
239 249 238 257) 


Opening backlog is defined as approved capital appropriations outstanding at beginning of quarter. Closing backlog is defined as approved capital appropriations outstanding at 


end of quarter 


A. Based upon 170 respondents. In this category are companies that expire their appropriations when committed. In other words, their backlogs are in terms of uncommitted 


appropriations 


ations 
For 1955-1956 data see The Business Record, December, 1958 
Source: Tae ConrerEence Boarp 


may be leading the way to a spending upturn, just as 
they have been leading the appropriations improvement 
in the past two quarters. 

Much remains to be done in this virtually unexplored 
area of capital spending and appropriations patterns by 
size of firm. A longer time span is needed to establish 
more firmly this tentative hypothesis of the leader role 
of small firms. Examination of industry patterns should 
also be made to ensure that the indicated trends are 


B.. Based upon 330 respondents. In this category are companies that expire their appropriations when spent. In other words, their backlogs are in terms of unspent appropri- 


truly a result of size of firm rather than the industrial 
distribution of firms of different sizes. A breakdown into 
durables and nondurables groups does not erase the 
differential patterns of behavior by size of firms. For 
each, subgroup patterns emerge which are essentially 
the same as those for durables and nondurables taken 
together. 

If further investigation bears out these very prelimi- 
nary results it will still remain to ask, why do smaller 
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firms tend to lead in the capital spending cycle? Two 
hypotheses are tentatively offered. The first is that 
smaller firms may well have more flexible management 
which can react more quickly to changes in business 
conditions. The second is that smaller firms are more 
sensitive to considerations of finance as these manifest 
themselves both in the money markets and in the firms’ 
internal flow of funds. 


Three Cycles in Capital Outlays 


With the over-all economy experiencing rising activ- 
ity for almost a year, the interrelationship between 
capital goods spending and total business activity has 
continued to be a subject of great interest. As always, 
historical perspective is helpful in such an analysis. 
Since the third postwar cycle in plant and equipment 
spending has been clearly under way for many months, 
further examination of the course of capital outlays 
over these three postwar cycles may provide some clues 
to future behavior. 

Manufacturing plant and equipment spending, it is 
now clear, dropped more sharply in the latest capital 
goods cycle than in the previous two. (See chart.) In 
the earlier cycles, plant and equipment spending fell for 
six or seven quarters before the trough of general busi- 
ness activity. In the 1957-1958 capital goods cycle, 
capital outlays dropped for only three quarters before 
the general business cycle flattened. With the complete 
evidence for the fourth quarter of last year now avail- 
able,! it becomes clear that the latest cycle is already 
steeper than the previous two and that the decline has 
continued for at least two quarters after the trough was 
reached in over-all business. 

Once the recovery got under way in the previous two 
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cycles of 1948-1953 and 1953-1957, it continued for 
many quarters. Thus, after the fourth quarter of 1949 
trough in total plant and equipment spending, recovery 
continued, with an interruption in 1952, for fifteen 
quarters. In the second cycle, the recovery continued 
for ten quarters after the bottom was reached in the 
first quarter of 1955. In constant dollars, the ten quar- 
ters of the more recent recovery were reduced six quar- 
ters, with the subsequent four quarters continuing at 
peak rates. 

The cycles in manufacturing plant and equipment 
outlays generally followed the same patterns as over-all 
business spending for capital goods. In all three cycles, 
the trough in manufacturing plant and equipment 
spending came well after the bottom in general business 
activity. 

The historical evidence shows that once a decline in 
plant and equipment outlays sets in, it continues for a 
year or more. Similarly, once an upturn sets in, it also 
should continue for a rather prolonged period. The re- 
cent two quarters of rise in capital appropriations sug- 
gests that such an upturn may now be in the making for 
1959. 


Capacity, Profits, and Technology 


The rationale for the recovery and the possible extent 
to which it might carry should be related to three im- 
portant factors. These are the relation of output to 
capacity; the flow of profits and depreciation allow- 
ances; and our changing technology in relation to busi- 

1Jn the chart showing the three postwar cycles in manufacturing 
plant and equipment spending, the data reported by the manufac- 
turing companies to THe ConrerEeNce Boarp has been substituted 


for the over-all data as presented by Commerce-SEC. From the start 
of the third cycle through the third quarter of 1958, the two series are 


Table 6: Backlog Rates on a Spent and Committed Basis, 1955-1958 


Unspent Backlogs Uncommitted Backlogs Uncommitted Backlogs 
Capital Spending Capital Spending Commitments 
Year and Quarter 
All Manu- Durables Non- All Manu- Durables Non- All Manu- Durables Non- 
facturing durables facturing durables facturing durables 
1955 
Le Aas Aas VOU ae Ie ee 4.8 5.9 4.1 3.3 4.0 eA ¢ 2.1 2.5 ire 
WUT Saha Rs, A ysl halo ants 4.0 5.7 3.0 ef 3.7 1.8 1.8 1.9 1.6 
10 OL Ae ee ae eee 4.4 5.7 3.5 2.8 4.2 1.4 2.1 2.9 1.2 
VER sty fs Mess cvs Share 3.8 4.4 3.8 2.5 8.9 0.9 2.2 2.7 11 
1956 
leo Ee oe ee eee 5.7 5.8 4.7 43 4.9 3.4 2.7 2.9 2.4 
1D Les, ae aI eR tan 4.5 5.7 3.7 3.3 3.8 2.6 2.7 2.9 2.2 
EEA eee res 4.5 5.4 3.8 2.7 3.3 1.8 2.6 3.5 1.5 
Vian habs \ eee es 2, Ss 3.6 8.1 1.9 2.6 0.8 2.0 eat 9 
1957 
Lo any See Ree eee nee 5.0 5.5 4.6 8.1 8.4 2.5 9.7 3.3 1.8 
leer. See ek Sa ee 3.7 4.1 3.5 2.5 2.9 1.8 2.6 3.3 1.7 
LUD ES eA oad rie mice ec Lene eee 8.4 3.6 8.2 2.1 2.6 1.2 2.7 3.5 1.5 
LN SYS ee ee Cay | 2.8 2.5 1.6 2.1 0.7 2.2 3.1 9 
1958 
Ly a4. Se aes eres 3.8 4.3 3.5 Sul Su 3.1 3.7 4.3 3.0 
11 ose OE eee es Ota 3.4 4.1 2.8 aT oe orl 3.0 4.4 1.9 
LILIES sees yee Cael baa a 8.6 4.4 3.0 9.5 3.5 1.4 3.0 5.1 14 
VEE tae erste mien. 3.1 4.0 9.5 a3 3.8 0.8 24 4.2 0.8 


Backlog rates indicate the number of quarters represented by backlogs in terms of spending or commitments. For unspent backlogs divided by the conrenbenarier spending, 
the data are based upon 330 company reports. For uncommitted backlogs in terms of current-quarter capital spending and uncommitted backlogs in terms of current-quarter 
commitments, the data are based upon 170 companies reporting commitments and backlogs in terms of uncommitted appropriations; these companies also report separately their 


capital spending for each quarter 
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Three Cycles in Manufacturing Plant and Equipment Expenditures 


PRERECESSION PEAK « 100 


1948-1953 


COMMERCE - SEC 


COMMERCE - SEC 


148 1'53 Il'57 


1957-1959 
NICB 


-7 - - -4 3 -2 =-1 fe) I 2 3 4 5 6 7 8 9 10 it 2 13 
NUMBER GENERAL BUSINESS NUMBER 
OF QUARTERS TROUGH OF QUARTERS 


Iz '49, 1'54, 1'58 


Seasonally adjusted 
Sources: Department of Commerce; Securities and Exchange Commission; The Conference Board 
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ness and government outlays for research and develop- 
ment. 

That there were significant areas of the economy 
characterized by excess capacity at the 1957 peak of 
the cycle is confirmed by a recent Conference Board 
study! as well as other surveys. Capacity has grown 
further over the past two years; production is still below 
the previous peak, after more than eighteen months in 
which capacity has continued to expand. If the capacity 
problem were the only element in the capital goods pic- 
ture, there would be less room for optimism. 

Current and prospective corporate profits now repre- 
sent a much more compelling impetus to the initial 
phase of recovery in capital goods spending. As already 
indicated, fourth-quarter profits rebounded sharply. If 
the assumption, in the Federal Budget for the fiscal year 
1960, of $47 billion corporate profits for 1959 proves to 
be correct, it will provide a significant stimulant to 
modernization and improvement outlays. Add to this 
the peak rate of cash flow resulting from rising deprecia- 
tion allowances, and the result may well be a record- 
breaking fund available for capital goods spending. 

Profits are also linked to our dynamic technology. The 
continuing rise in outlays for research and development 
has paid off in greater productivity, new products, and 
hence -more profits. Past increases in research and de- 
velopment will be constantly creating new investment 
opportunities. This may explain, at least in part, why 
investment did not fall so far, or so long, in the recent 
recession as might have been expected solely on grounds 
of capacity. The past year was no exception in the 
steady rise in these outlays for the future. They should 
bear fruit particularly in a period of current and pro- 
spective rise in the flow of funds available for investment. 


THE ROAD AHEAD 


The preponderance of the evidence points to an up- 
turn in new appropriation approvals. First is the second 
quarter of rise in the seasonally adjusted rate of new 
approvals. Second is the continued reduction in the rate 
of cancellations. Third, and still the most important 
evidence for an upturn, is the fact that more than half 
of the reporting manufacturing companies were appro- 
priating at a higher rate in the fourth quarter than a 
year earlier. 

Capital spending, on the other hand, continued to 
drop in the fourth quarter, on an adjusted basis. By the 
end of the quarter, the cushion of backlogs built up 
during 1956 and 1956 was exhausted. 

For the first time in almost two years, the seasonally 
adjusted change in backlogs was essentially unchanged, 
following earlier sharp cutbacks. For both durables and 


almost identical. However, since the available fourth quarter data for 
1958 from Commerce-SEC was still based upon anticipated rather 
than actual figures, the actual spending as reported to Taz ConFrER- 
ENcE Boarp was substituted in the third cycle. Seasonal correction 
factors for these expenditures were developed from information re- 
ported over the past six years 

1 See The Conference Board Business Record, September, 1958 
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nondurables companies, the adjusted rate of new appro- 
priations exceeded the adjusted rate of capital spending 
in the fourth quarter. The failure of backlogs to grow 
was thus entirely owing to cancellations which were 
still running at more than a nominal rate. 

The business recovery which marked the fourth 
quarter, as it had the third, was translated into sharply 
improved profits. These profits, in turn, were translated 
only into a modest increase in the new appropriations, 
just as they had been in the third quarter of last year. 

With industrial production pressing upon the previous 
peak, and perhaps soon surpassing it, and with further 
boosts in profits, the upturn in new appropriations 
which has thus far been of moderate proportions may 
pick up momentum. It should be emphasized that thus 
far the only signs of acceleration are evident in terms of 
the number of companies reporting higher approvals. 
Whether the dollar appropriations uptrend quickens in 
the first quarter of 1959 awaits the results of the next 
survey. 

Morris CoHEN 

Martin R. GAINnsBRUGH 
Assisted by 

HerMAN RosEMAN 

Office of the Chief Economist 


Business Forecasts 


General 


First National City Bank Monthly Letter, Business and 
Economic Conditions (February)—‘“The steady flow of favor- 
able business reports during January emphasizes the continu- 
ing progress of recovery. Many basic business measures 
already have passed their prerecession peaks. Homebuilding 
is nearing boom levels. The dollar volumes of gross national 
product, retail sales, wage and salary income, and construction 
expenditures were all at new record levels at the end of 1958, 
and further gains are anticipated. At the same time, the pace 
of the recovery has been uneven and some problems linger on. 
On balance, however, confidence in a continued upswing is 
widespread. .. . 

“The economic assumptions underlying the budget are the 
nearest Washington comes to an official forecast of the outlook 
for the year ahead. For 1959 as a whole, the Administration 
foresees a gross national product in excess of $470 billion com- 
pared with $437 billion in 1958. Corresponding increases are 
anticipated in personal income and corporate profits. Despite 
some feeling that these estimates, particularly as to profits, are 
on the optimistic side, they are within the precedents set by 
previous postwar recoveries and are broadly in line with the 
ideas on the outlook entertained by businessmen and other 
economic observers. Even without allowance for possible price 
increases, the expansion from present levels of output which 
this forecast assumes is well within the limits of the nation’s 
resources of manpower, materials, and industrial capacity. 
While high levels of production and employment are antici- 
pated, there is no reason to expect a reappearance of the bottle- 
necks, materials shortages, and over-full employment that 
characterized earlier booms. . . .” 


Excess of Production over Consumption in the Past Decade for the Three Major Price-supported 
Crops Has Resulted in Heavy Carry-overs, Mostly Held by CCC 


Millions Millions Billions 
of bushels of bales of bushels 


<j 
Y 
Ky 


195052 54° '56~Ct*~=«~SSB 1950 ‘52 54 56 58 
COTTON ‘CORN 
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15,0 3.0 
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Production and consumption figures refer to crop years beginning in July for wheat, August for cotton, and October for corn. Consumption equals domestic disappearance plus net exports. Carry- 
overs and CCC stocks (CCC inventory plus quantity pledged for loans) are as of end of crop year; i.e. July 1, 1951 for 1950 wheat crop, etc. 

Sources: Department of Agriculture; The Conference Board 


Cost of Farm Programs Mounts 


HIGH COST of agricultural programs con- months before the start of a fiscal year cannot be ex- 
tinues to mount. Budget expenditures of the pected to be too precise. This is especially true in the 


Federal Government for agriculture and agricul- case of agriculture, where price support activity consti- 
tural resources in the current fiscal year are expected to tutes such a large portion of the total. It is virtually 
reach $6,775 million. This represents 8% of total federal impossible at this point to determine with any degree of 
outlays, 20% of federal expenditures excluding national accuracy how much of the 1959 price-supported crops 
security, and is upwards of 50% more than such expendi- will go into loan during fiscal 1960. 


tures in the fiscal year 1957-1958. More money is being 


spent by the government in fiscal 1959 for agriculture Reality of EartyiE ria 


than for any other nondefense function except interest Past experience has demonstrated that early esti- 
on the public debt. This is also the first year in which mates of government expenditures for agriculture tend 
federal expenditures for agriculture will exceed those for to be too low (see chart). Only in three years during the 
veterans’ services and benefits (see table). past decade did budget expenditures for agriculture fall 

The President’s proposed budget for fiscal 1960 allo- short of first estimates. Those were the fiscal years 1951 
cates $5,996 million for agriculture. This is a modest and 1952 (when heightened domestic and foreign de- 
decline from the current fiscal year, resulting mainly mand generated by the Korean war pushed farm prices 
from the termination of the acreage reserve section of well above support levels) and the fiscal year 1958 (ow- 
the Soil Bank. However, budget estimates made six ing to the impact of lower supports for several important 
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commodities combined with higher market prices for 
many farm products because of adverse weather condi- 
tions). Barring unforeseen contingencies that would 
substantially reduce output (like drought), or greatly 
increase demand (like war), or swift revision of current 
farm legislation, it seems likely that federal spending for 
agriculture in fiscal 1960 will at least approach, if not 
reach or exceed, the record level of fiscal 1959. 

Although federal funds for agriculture are used for a 
wide variety of functions—conservation of farm land 
and water resources, research, financing farm ownership 
and rural electrification—price supports and related 
programs for stabilizing farm prices and incomes ac- 
count for the lion’s share. (See table, page 128.) 

Despite heavy government outlays, price and income 
stability have not been achieved in agriculture. From 
1951 through early 1956, when most of the economy was 
flourishing, farm prices and incomes deteriorated mate- 
rially.t Experience has shown that price supports are 
rather ineffectual in achieving a better balance between 
supply and demand of farm products. On the contrary, 
high price supports have probably stimulated overpro- 
duction and contributed significantly to the heavy sur- 
pluses which now exist for several price-supported 
commodities. 


Large Carry-overs 


The crop which is currently presenting the biggest 
problem is wheat. With a rise of more than 50% in the 
1958 crop over that of 1957 and no substantial increase 
in consumption, the wheat carry-over by the end of the 
current marketing year (July 1, 1959) may be about 
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1,300 million bushels, a sizable rise over July 1, 1958, 
and an all-time peak. Part of it—about 1,250 million 
bushels—will be in CCC inventory or pledged for loan 
(see chart). 

Corn, another very costly item in the federal budget, 
is also expected to have a record carry-over of 1,800 
million bushels at the end of the current marketing year 
(October 1, 1959). As in the ease of wheat, the bulk of 
the carry-over will be held by the CCC. 

The carry-over for cotton, the third most costly crop 
in terms of government price support payments, is 
likely to be about 8.6 million bales, the same as last 
year. However, by the end'of the current marketing 
year (August 1, 1959), substantially more of it will be in 
CCC stocks than on August 1, 1958, since cotton prices 
have been running well below support levels. (See chart.) 

Farm surpluses are undesirable not only because of 
exorbitant storage costs and the losses attending their 
disposal,? but also because they may have debilitating 
repercussions on other farm products. Excessive sup- 
plies of a commodity may also pull down prices of 
substitutable products. 

Acreage allotments, which have generally been em- 
ployed in conjunction with price supports, have not 
been very successful in cutting down output of surplus 
commodities. It is usually less fertile land that is taken 
out of production. Secondly, technological advances 
have raised the yield per acre and made possible in- 
creased output on fewer acres. 


Who Gets Price Supports? 


Price supports are not available for all agricultural 
products. Of the 250 farm commodities produced in the 
United States, only twenty? receive support. Moreover, 
three commodities—wheat, cotton and corn—account 
for a major portion of the expense incurred in price 
support operations. The latest indications reveal that 
about 600 million bushels of wheat, close to 7 million 
bales of cotton, and around 525 million bushels of corn 
will go into support during the fiscal year 1959. 

These quantities represent substantial portions of 
1958 output (see chart), and their combined value would 


1 Farm prices declined nearly 30% from the first quarter of 1951 to 
the first quarter of 1956, and realized net income of farmers suffered 
a decline of similar magnitude from 1951 to 1957 

2 The government is currently spending about $1 billion a year for 
storage, transportation, and interest on surplus commodities held by 
the Commodity Credit Corporation 

The CCC disposes of its accumulation of commodities chiefly by 
selling them to foreign nations at world prices (which are gene 
lower than domestic prices) or, in the case of commodities which have 
deteriorated or are in danger of deterioration, by selling them to 
domestic buyers at below cost. The combined use of these two outlets 
involves an average loss of about 25%. CCC also barters surplus farm 
products for strategic materials produced abroad, sells large quanti- 
ties for foreign currencies to counteract dollar shortages, and makes 
donations to federal, state, or private agencies for use in nonprofit 
school lunch programs, for needy persons, etc. 

3 Corn, cotton (upland and extra-long staple), peanuts, rice, to- 
bacco, wheat (the six basic commodities) and soybeans, sorghum 
grain, butter, cheese, dried milk, barley, oats, flaxseed, dry edible 
beans, rye, honey, tung oil, wool, and mohair 
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The “Big Three’’: Portion of Production 
Placed Under Price Support 


COTTON 


pS 
WHEAT 
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i950 
Crop years 
“Estimate 
Sources: Department of Agriculture; The Conference Board 


approach the amount of total price support ($2.7 bil- 
lion)! in fiscal 1958. Other commodities which have 
figured importantly in price support operations in recent 
years are tobacco, sorghum grain, and soybeans. Total 
price support for the 1958 crop may easily come close to 
$5 billion, exceeding the peak of $4.3 billion extended on 
the 1953 crop. 

Owing to the heavy quantities of 1958 crops going 
into government loan, the Commodity Credit Corpora- 
tion’s investment in price support (value of inventory 
plus amount pledged for loans) has been growing in 


1 Their combined value was about $1.1 billion for wheat, $1 billion 
for cotton, $600 million for corn 


recent months—from $7.0 billion as of July 31, 1958, to 
$8.7 billion as of December 31, 1959. The Department 
of Agriculture expects this figure to reach about $9.1 
billion by June 30, 1959—which would be the all-time 
peak. No abatement in price support activity seems 
likely for fiscal 1960 under present legislation. The De- 
partment of Agriculture expects the CCC investment to 
reach at least $10 billion by June 30, 1960. 

Another limitation of price supports is that they are 
of relatively little assistance to small farmers. Benefits 
of price support activity accrue primarily to larger 
producers. In fiscal 1957, which is probably reasonably 
typical of most years, 80% of total price supports went 
to 1.3 million larger-scale farms with sales of $5,000 or 
more. These price supports averaged $2,000 per farm. 
The remaining 20% went to the 3.5 million smaller 
farms (sales less than $5,000) which received supports 
that averaged less than $200 per farm. Hence, the bulk 
of smaller, low-income farms receive either no price sup- 
port benefits or relatively small amounts. 

The Department of Agriculture estimates that in the 
current fiscal year net budgetary expenditures per farm 
for wheat, cotton, and rice producers with allotments of 
100 acres or more will be about $7,000 for wheat, 
$10,000 for cotton, and $10,000 for rice. 


President’s Recommendations 


In his special message on agriculture on January 29, 
1959, the President made two alternative general recom- 
mendations for revision of present farm legislation. The 
first was that prices of commodities? receiving manda- 

(Continued on page 133) 


1 Some very large producers have received as much as $250,000 in 
price support loans in a single year 

2 Includes the six basic commodities plus butter, cheese, dried milk, 
honey, tung oil and wool. The Agricultural Act of 1958 added oats, 
barley and sorghum grain to the mandatory support list starting with 
the 1959 crop 


United States Budget Expenditures by Function: 1950-1960 
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2,426 2,485 2,575 2,821 3,022 3,447 4,380 4,129 
2,936 2,557 4,389 4,868 4,526 4,389 6,775 5,996 
2,125 1,689 3,486 3,900 3,430 3,151 5,386 4,490 
109 256 236 231 227 239 251 196 
239 217 204 217 267 297 325 335 
320 253 291 305 8375 448 514 675 
142 142 173 215 227 255 299 301 
1,476 1,315 1,202 1,104 1,296 135543 1,708 1,710 
2,504 817 1,504 2,080 1,455 2,109 3,509 2,243 
1,472 1,985 1,199 1,627 1,787 1,856 L673 15735 
6,583 6,470 6,438 6,846 7,308 7,689 7,601 8,096 
74,274 67,772 64,570 66,540 69,433 71,936 80,871 77,030 
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Source: Bureau of the Budget 
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Business Highlights 


PRODUCTION, EMPLOYMENT, MAN-HOURS 


out goods and services at a record rate, and at a 

very high degree of production efficiency. Judging 
by the preliminary figures now available, dollar spend- 
ing is breaking all previous records. With prices gen- 
erally staying put, the indicated gains in dollar spending 
are sufficiently large to assure a new peak in physical 
output. 

Going into March, the steel industry was turning in 
its best performance in almost two years. Weekly output 
was being scheduled in excess of 2.5 million tons, which 
is above the prior record output level reached by the 
industry in December, 1956. It took an operating rate 
of over 100% of the industry’s rated capacity to produce 
at the rate of 2.5 million tons a week in 1956. With a 
larger capacity this year, a utilization rate of around 
90% of capacity yields about the same amount of steel. 

Orders for steel continue to mount, with hedge buying 
against the possibility of a strike this summer and pur- 
chases representing present needs both contributing to 
the gains. Delivery times are generally lengthening and 
some difficulties in obtaining firm commitments on cold 
rolled and hot rolled sheet are reported. 


The 1959 Steel Boom 


Output for February was approximately 9.6 million 
tons of steel, two thirds more than in February, 1958. 
With orders stepped up and backlogs growing, the in- 
dustry is becoming increasingly confident that produc- 
tion in the first half of the year may exceed the previous 
record of 62.5 million tons set in the first half of 1956. 

Consumption of steel by fabricators has shown a 
steady month-to-month growth since July. It has ap- 
parently continued to gain in early 1959 as industrial 
production, particularly output of durables, expanded 
further. By December of 1958 rising activity had 
brought THe ConFERENCE Boarp’s seasonally adjusted 
index of steel consumed by fabricating industries.to 99% 
of the 1953 base level. This was 17% above the recession 
low of April, 1958. 

With consumption rising, steel inventories were ap- 
parently still being liquidated late last year. Despite an 
accumulation of almost 500,000 tons of finished steel in 
October, fabricators consumed steel faster in November 


[: EARLY 1959, the economy is apparently turning 


and December than they received shipments. As a 
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result, steel inventories were still being liquidated at a 
rate of over 500,000 tons for the fourth quarter as a 


DIFFUSION INDEX DECLINES 


Tue ConFEeRENCE Boarp’s diffusion index declined 
for the second straight month in January. However, the 
rate of decrease was lower than in December. Prelimi- 
nary estimates put the January index at 3.25, compared 
with 3.75 in December and 4.67 in November. Four of 
the twelve components declined in January. Spot com- 
modity prices fell for the first time in seven months 
while nonresidential contract awards declined for the 
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third month in a row. Textile-mill and paper and allied 
products production showed little evidence of improve- 
ment after declining in December. 

The diffusion method of summarizing the behavior of 
a large number of individual indicators is described in 
the Board’s Technical Paper Number Five, “Cyclical 
Diffusion: A New Tool for Business Analysis.” A revi- 
sion of the original index, as described in the Technical 
Paper, appeared in the May, 1957, Business Record. Re- 
visions of the index beginning in January,1958, are being 
made and will appear in subsequent publications.—J. R. 
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whole. The total decline in steel stocks for 1958 came 
to 6.4 million tons, according to THe CONFERENCE 
Boarp’s finished steel inventories series. 

Despite a drop in shipments in November and 
December when sporadic strikes hit the automobile 
industry, mills shipped fabricators some 11.6 million 
tons of steel in the fourth quarter of 1958—nearly 2 mil- 
lion tons more than in the third quarter. In early 1959, 
increased fabricating needs and the continuing threat of 
a steel strike in June were still prompting large-scale 
buying by users. By the end of February, the output of 
steel was rising faster than indicated use, suggesting a 
resumption of steel stockpiling by users. 


The Nonferrous Picture 


Copper prices have been rising this year, despite a 
continued growth in inventories of copper. This reflects, 
in part, a fear of strike disruptions of production later 
this year. Major United States producers face a contract 
renewal at midyear, and there are reports of possible 
unrest in the Chilean and African producing areas. 

In January, copper fabricators consumed 108,532 tons 
of copper, a rise of about 15,000 tons from the month 
earlier. Their purchases of copper in the month, how- 
ever, were running some 16,000 tons in excess of in- 
dicated use. This brought fabricators’ stocks of copper 
to 451,627 tons at the end of January, the highest level 
in eighteen months, indicating that fabricators have 
been trying to assure their supplies for the summer and 
fall months as consumption rises. 

Copper prices experienced several upward boosts in 
early 1959. Some smelters raised their prices to 32 cents 
a pound from 29 cents at the beginning of the year. 
Domestic producers brought their prices in line with 
those of the custom smelters in early March, adding 114 
cents to their selling prices. 

Tin prices have been surging on world markets, as 
United States and European demand improves. Recent 
gains in consumer buying in the United States have 
been interpreted as favorable for tin use in coming 
months. These recent price gains will receive a stiffer 
test in the April-to-June period, with the Tin Council 
scheduling increases in export quotas from 20,000 to 
23,000 tons. 

Lead and zinc prices were both exhibiting weakness in 
February. Lead prices were cut three times in January 
and February, wiping out most of the price gains made 
late last year. Large stocks of lead overhanging the 
market, plus poor domestic demand for the metal, seem 
to account for most of the price skidding. In early 
March, lead sales moved up sharply, prices recovering 
half of a cent of the 2 cents lost earlier this year. Zinc 
prices were cut by half a cent by custom smelters in 
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February, the first decline since last November, and 
continued weak in early March. Slack demand by the 
automotive industry and a widening gap between pro- 
duction and deliveries led to the price cut. 

Automotive production leveled out in early 1959. 
Strikes in supplying industries held back output sched- 
ules, and several major makes trimmed their output 
schedules in February as dealers’ stocks were pulled 
more in line with current demand. February output of 
passenger cars was about 480,000 units, as compared 
with 390,000 units for the same month last year. March 
schedules call for 580,000 units, bringing the output in 
the first quarter to 1.6 million cars. Current projections 
by the industry for the April-to-June period call for 
little change in this rate of production. 

Retail sales of new passenger cars have failed to show 
any significant uptrend since the beginning of the year. 
The January-February performance of new-car sales 
has brought some downward revisions in industry sales 
forecasts for 1959 as a whole. Some industry sources see 
sales as low as 5.3 million new cars, including imports. 

Bituminous coal output has been running below year- 
ago rates so far this year, despite a gain in electric 
power generation. Electric utilities, coal’s biggest cus- 
tomer in recent years, have been generating more power 
from residual fuel, especially on the Eastern Seaboard 
where foreign imports of residual oils have been in- 
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creasingly price competitive with coal. There has been 
little improvement in demand for coal, outside of steel, 
and export demand is off. 


The Employment Issue 


With mixed trends beginning to appear in the major 
producing areas of the economy by February, the 
prospects for a significant pickup in employment this 
spring appear somewhat slimmer than they did at the 
turn of the year. Gains in employment, as in the earlier 
postwar recoveries, have lagged somewhat behind the 
rise in production. Total employment in January was 
64.2 million, after allowance for seasonal factors, accord- 
ing to the regular monthly Bureau of the Census survey. 
This total was some 500,000 higher than the employ- 
ment rate in the third quarter of 1958, when jobs 
touched their low point for the recession. But the em- 
ployment level in January of this year was still running 
900,000 below the 65.1-million rate maintained in the 
first half of 1957, when the output for the economy as a 
whole reached its previous peak. 

In the early phases of a recovery, hours worked 
typically expand along with jobs, accounting for some 
of the lag in rehiring as output rises. For the economy 
as a whole, the average work week was 40.1 hours this 
January, as compared with 39.9 hours in January, 1958, 
according to the Census survey. This slight over-the- 
year gain in weekly hours was equivalent to 300,000 


More Man-hours Are Going into Service and 
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jobs, meaning that the gain in jobs lagged behind the 
rise in man-hours. As compared with January of 1958, 
there were only about three fourths of a per cent more 
jobs, while man-hours were 114% higher. 

There were 100,000 more persons at work this January 
than in the same 1957 month. However, the average 
workweek was shorter this January than in January, 
1957. As a result, there were fewer man-hours worked 
this January than in 1957, even though physical output 
was running well above early 1957 rates at the beginning 
of this year. With a larger output being turned out with 
fewer man-hours, it is evident that production effi- 
ciencies have been realized by the economy over the last 
two years. Assuming the current workweek of 40.1 
hours, it would have taken between 500,000 and 
600,000 more workers to maintain output at this Janu- 
ary’s level if the production processes were no more 
efficient than they were in early 1957. 


More Efficient Manpower Usage 


Considerable gains in the efficient use of manpower 
are typically realized by the economy in the early 
phases of a recovery. Failure rates rise, as they did in 
the first half of 1958. Among those firms going out of 
business are undoubtedly some of the less efficient 
producers. And many marginal producers who remain in 
business sharply curtail their operations. Production 
tends to retreat to the more efficient centers and remain 
there until the subsequent upturn gains enough momen- 
tum to pull in the marginal producers. 

Fewer maintenance and repair workers are needed 
until rising output begins to place a burden on capacity. 
In January of this year, nine months after the business 
trough, a special Federal Reserve output index for a 
selected list of major materials was running 43% above 
the 1947-1949 base period. This was 444% below the 
output level of January, 1957. Over the same period, 
the capacity for turning out these materials rose by 
10%, indicating the persistence of a sizable gap between 
output and capacity in the basic raw materials sectors 
of the economy despite the business recovery. 

Since 1957, when the last output record was set, in- 
dustry’s stock of plant and equipment has continued to 
grow, and the new machines put in place in the earlier 
phases of the capital spending boom have continued to 
yield operating bonuses, as kinks in usage have been 
worked out. New machinery and economy measures 
taken in the period of business decline have enabled 
output to rise without a proportionate gain in workers 
or man-hours. 

By early this year, jobs on farms and in manufactur- 
ing were still running substantially behind their pre- 
recession levels (see chart). Employment in construc- 


In January, Employment at the Core of Commodity Production Was Still 
Far Below Prerecession Levels 
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tion, transportation, and public utilities, although show- 
ing little change over the last year, was below the rate 
maintained in the first half of 1957. Jobs in wholesale 
and retail trade were only fractionally below the peak 
rates in 1957. Self-employment in services and profes- 
sions, government employment, and jobs in the service 
trades and finance were the only broad sectors to show 
substantial improvement since 1957 (see chart). 

This shift away from basic commodity-producing jobs 
showed up most clearly by type of employment. There 
were 5% fewer persons engaged in farm work this Janu- 
ary than in January, 1957, while craftsmen, operatives, 
and nonfarm laborers were 6% fewer in this January 
than in 1957. On the other hand, managers, clerical 
help, and sales employees were up 3% from 1957 levels 
this January, and service and professional employment 
was running 7% ahead. 

Although the sharp cut in jobs in durable goods manu- 
facturing during the recession tended to help accentuate 
the drop in commodity-producing jobs, developments 
over the past eighteen months have been, in large 
measure, merely a continuation of a postwar trend. 
Jobs on the farm and in manufacturing accounted for 
about 39% of total employment in 1947. In January, 
1959, they represented only about 32% of the total. 

At the beginning of 1959, the total labor force was 
about 600,000 larger than at the start of 1958. This 
over-the-year growth was not particularly large by post- 
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war standards, but middle-aged women (forty-five to 
sixty-four years), as in most of the postwar years, ac- 
counted for a disproportionate share of the growth. They 
represent about 10% of the labor force, but accounted 
for about two thirds of the increase between January, 
1958 and January, 1959. 

Rising efficiency, shifts in the type of jobs, and growth 
in the labor force have all been contributing factors to 
the persistence of a considerable volume of unemploy- 
ment, despite the marked improvement in general busi- 
ness since the recessionary low last April. In several 
major industries, the percentage of the labor force still 
unemployed in January of this year was considerably 
above the level of January of 1958 and, in some in- 
stances, well above January of 1957 (see chart). 


Employment Growth Trend 


Judging by the pattern of employment in early 1959, 
most of the expansion of jobs this year will come in the 
noncommodity-producing employments. In the recovery 
period following the 1953-1954 recession, manufactur- 
ing jobs never regained their prerecession levels and jobs 
on farms and in mining have followed a steady down- 
ward trend in the postwar years. The postwar shift 
toward professional, clerical, and service employments 
will most likely continue in 1959. 

Rosert H. Persons 
Division of Business Analysis 


Cost of Farm Programs Mounts 
(Continued from page 128) 


tory supports be set at 75% to 90% of the average mar- 
ket price during the immediately preceding years. The 
exact percentage should be determined at the discretion 
of the Secretary of Agriculture.! 

The second proposal was that if Congress chooses to 
continue to relate support prices to parity prices, the 
percentage should be determined by the Secretary in the 
manner now applicable to commodities for which sup- 
port is not mandatory. 

Under current law, price supports of commodities 
subject to mandatory supports must be supported at a 
specified percentage range of parity. This range is cur- 
rently 75% to 90% of parity for most of the mandatory 
commodities. All other supports are permissive at any 
level up to 90% of parity. The Secretary decides which 
commodities should receive support and at what level. 
His decision depends on the supply-demand relationship 
of the commodity, the availability of funds, importance 
of the commodity in the farm community and the rest of 
the economy, suitability for storage, and ease with 
which the CCC stocks of the commodity can be 
disposed. 
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The Administration feels that either of these revisions 
would tend to give farmers less incentive for overpro- 
duction, establish a more harmonious relationship be- 
tween supply and demand, and reduce the cost of federal 


farm programs. 
progr Suirtey S. HorrmMan 


Division of Business Analysis 
1Support at 90% of the average market price in the preceding 


three years, but not less than 65% of parity, is already in effect for 
corn, starting with the 1959 crop 


Business Bookshelf 


A Comprehensive Bibliography on Operations Research—Con- 
tains the titles of approximately 3,000 articles, books, re- 
ports, and proceedings dealing with operations research. By 
Operations Research Group, Case Institute of Technology. 
John Wiley & Sons, Inc., New York, 1958, 188 pages. $6.50. 


Calder Hall— Written primarily for the layman in simple, non- 
technical language, this book is an authoritative history of 
the development and construction of the first full-scale 
nuclear power station in the world to generate electricity on 
an industrial scale. By Kenneth Jay. Harcourt, Brace, New 
York, 1956. $3.00. 


Monthly survey of business opinion and experience 


SELLING TO THE GOVERNMENT 


regular customer of three fourths of the 190 
manufacturing companies participating in this 
month’s survey of business practices. 

A majority of these firms solicit government sales on 
a continuing basis, while a lesser number indicate that 
they do not actively seek such business or submit only 
an occasional bid for government orders. About 60% of 
the responding executives whose firms sell regularly to 
governmental agencies state that “such sales are han- 
dled routinely by the sales department.” The remaining 
companies solicit government orders through special 
sales representatives or through formal governmental 
sales units. 

Among the survey participants that are engaged to 
some degree in selling directly or through subcontracts 
to the government, about half report that their com- 
panies have established well-defined policies regarding 
sales to government agencies. Where such policies are 
lacking, executives frequently point out that “in peace- 
time years our sales to the government are quite small.” 
Others state that their companies need no special 
policies because, as one executive puts it, “sales of 
standard commercial products to governmental units 
are made through our regular trade channels.” 


COMPANY POLICIES ON GOVERNMENTAL SALES 


The most frequently mentioned company policy on 
government sales is one designed to prevent government 
work from carrying the company too far afield from its 
regular business. Typical is this comment by the chair- 
man of the board of a rubber company: 


(ke GOVERNMENT ~—federal, state or local—is 
a 


“As a general policy, we direct our activities primarily to 
fields in which we are already established, or which bear 
some logical relationship to them. We do not, as a rule, seek 
contracts which would take us into types of operations for 
which we do not have trained personnel or facilities.” 


A refrigeration equipment company, which adheres 
to a similar policy, reports: 


“Government business that we accept must be kindred 
to our civilian products and operations, and normally 
capable of being handled by our existing equipment. On 
occasion we do get a special project handed to us by the 
government for which they are willing to pay our costs of 
building a small number of the products for them. In those 
cases where it does not upset our production schedules too 
severely or where we can acquire the special necessary 
component parts, we take those projects more to cooperate 
with the government than from a profits motive.” 


The policy guides of several firms are designed to as- 
sure the careful selection of government work that is 
reasonably aligned with the company’s future goals. 
Typical is the statement by a vice-president of one 
communications equipment company: “Our policy on 
research and development sales is to solicit, on a highly 
selective basis, contracts which enhance our own long- 
range plans.” 

Some companies say they prefer to concentrate on 
government work where their experience and know-how 
is of particular value. Thus, one respondent states that 
“it is our basic policy to undertake research and de- 
velopment work in those areas where we believe we can 
make a unique contribution. The production work we 
undertake for government agencies is ordinarily limited 
to items resulting from such research and development 
work.” 

Others require that government business have some 
commercial applications as well. In the case of a chemi- 
cals company, for example, “government research and 
development contracts may be taken where we feel we 
can make a real contribution to the defense effort, pro- 
viding we can retain our patent rights for civilian non- 
defense products. Such contracts are not to be sought 
for the sole purpose of obtaining government money.” 

The vice-president of one machinery firm describes 
his company’s selective approach to research and de- 
velopment work in these words: “Rather than solicit 
business from many branches of the government, we 
concentrate on a few departments where the potential 
is large enough to justify the promotional efforts. We 
budget the amount of effort directed toward govern- 
ment business and depart from this practice only when 
we think it advisable to do so.” 


Resiricting Government Sales 


The prescribing of desired limits on the amount of 
government business that the company will undertake 
is the second most common policy reported by firms 
dealing with the government. But some such companies 
point out that they are now selling to the government 
a much smaller proportion of total sales than is allowed 
by company policy, so that from a practical standpoint 
the restriction of such sales is neither necessary nor 
likely at present. 

In fact, a majority of the responding companies, 
in the words of a steel company president, “have never 
found it necessary to set an arbitrary limitation on the 
proportion of business sold to the government.” Such 
a limitation is often reported as being unnecessary be- 
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cause the potential government business available to 
the company is too small proportionate to total sales to 
create any problems. Still others explain that “‘we seek 
all the government business we can get.” 

The restrictions placed upon the volume of govern- 
ment orders by some respondent firms apply only to 
products outside their regular lines. For example, a pro- 
ducer of industrial machinery reports as follows: ‘““We 
accept any quantity of governmental orders for estab- 
lished product-line equipment, whose manufacture re- 
quires no additional capital investment. In connection 
with special development or manufacturing projects 
entailing the purchase of additional equipment or the 
expansion of highly technical payrolls, we feel that 
government work should not exceed 10% to 15% of our 
total volume.” 

On the other hand, a few of the responding companies 
have set a preferred minimum, rather than a ceiling, on 
their sales to government. “Our company,” according to 
one executive, “attempts to maintain about 10% of our 
volume in government business of nonstandard prod- 
ucts. That is, we have a policy of keeping our ‘hand’ in 
defense work if it can be done economically and on a 
practical basis.” 


Profitability of Government Sales 


A common stipulation by survey participants is that 
government orders must not be accepted at a loss. The 
president of a hardware manufacturing firm comments 
as follows on his company’s recent experience: 


“For the past several years prices quoted in government 
markets by competition on our type of products have been 
so low that we could not possibly meet them. Products of 
the type that we manufacture are purchased by the govern- 
ment almost exclusively on price and with no regard to 
their commercial or industrial usage and reputation. We 
have never felt that we should sell below actual cost in order 
to obtain federal government business.” 


But a few respondents report that they “bid govern- 
ment business only on the basis that, should such a bid 
be accepted, the sale would provide a profit comparable 
to that which is obtained on sales to private business.”’ 

In other cases the problem is one of how much of a cut 
in profits must be accepted when bidding for govern- 
ment business. A textile executive, for example, com- 
ments: “‘On practically all of the lines that we sell to the 
government, the business is quite marginal. Being highly 
competitive, it is usually taken at very little profit; 
sometimes it does not carry full overhead. Our attitude 
is that we should take our share of this type of business, 
but the levels to which we are willing to go in order to 
_ obtain the business vary considerably depending on our 
volume of regular business.” 


“On Top of” Business 


Many reporting companies tend to avoid all or cer- 
tain types of government sales except in time of war or 
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“to fill a gap in the plant schedule.”’ Some consider 
government sales to be fringe business that is helpful in 
sustaining production during periods of slack business. 
Several such respondents express their belief that their 
company’s primary mission is to serve its commercial 
customers. For example, a metals company stresses the 
fact that its “first purpose is to see that our company 
operations are sound and profitable, based on our com- 
mercial activities. In that sense, we regard government 
business as ‘on top of’ business.” 

Similarly, a food company “does not bid on offers 
that conflict with seasonal or peak production require- 
ments’ for its own products. And one petroleum pro- 
ducer reports: 


“Projections of supply and demand for six to twelve 
months’ intervals provide us with estimates of surplus 
quantities available for sales in the export and military 
market. Most bulk sales to the military are made on the 
basis of competitive bids submitted at six months’ intervals. 
Thus, during a year of rising civilian business we might 
offer small quantities to the military, whereas the opposite 
would be true during times of surpluses. Price and quantity 
offered to the military are, in essence, based on the profit 
and inventory outlook prevailing at the time of the bid. 
Sales to state and local governments are considered a part 
of our basic market. Our basic market is the civilian 
market.” 


The explanation of the president of one paper manu- 
facturing company is typical of that of many respond- 
ents as to why they are not regular suppliers to the 
government: 


“Since the price of our products sold to government 
agencies is low, we do not regularly seek government busi- 
ness. When gaps in our production schedule develop, we do 
seek government business that fits our productive facilities, 
and try in so far as possible to seek items which can be sold 
at a price that will permit us to break even. 

“Mills like ours who are ‘in and outers’ tend to pick and 
choose their items, operating chiefly in the open bid market 
rather than on contract, and probably do not constitute 
particularly good sources of supply so far as the government 
is concerned. We probably give them better quality than 
they normally get from their regular sources of supply, but 
since we are ‘in and outers’, this leads to a lack of continuity 
in quality. 

“As the government does not encourage regular sources 
of supply, governmental agencies tend to suffer severely 
when business is good, and to have a plethora of suppliers 
when business is poor. Perhaps this is inescapable under the 
rules and regulations controlling government purchases, but 
we believe that the government could get a better, more 
uniform quality at less, or surely, no greater cost than at 
present if their purchasing policies were revised to encourage 
more general sources of supply.” 


SOLICITING GOVERNMENT ORDERS 


Survey participants report that they approach 
government business in one or more of the following 
ways: (a) as a routine function of their regular sales 
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force; (b) as a part-time assignment for designated de- 
partments or individuals other than the regular sales 
organization; and (c) as the full-time responsibility of 
special units or departments concerned solely with 
government sales. 


Using the Regular Sales Force 


Among the respondents whose companies sell regu- 
larly to the government, about three in five report that 
all government sales are solicited by the regular sales 
force in the same manner as nongovernment business. 
An explanation given in some instances is that “our 
products used by federal, state or local governments are 
no different from those used by private industry.” In 
other cases, the company’s volume of government busi- 
ness is described as being relatively small so that “‘it is 
unnecessary for our company to have a department or 
group to concern itself with sales to government.” 


Contract Proposals 


Contract proposals submitted for government work 
are also frequently described as being prepared in a 
routine manner by the sales department, in many cases 
by the sales manager himself. 

Some multidivisional companies report that “each 
operating division is autonomous in nature and is re- 
sponsible for sales to governmental agencies emanating 
from the particular division.” Such respondents often 
indicate that their divisional sales managers prepare 
government contract proposals, with over-all coordina- 
tion being provided by corporate headquarters. For 
example, the executive vice-president of one company 
explains: “Each operating division sales manager is re- 
sponsible for his own division’s contracts. He reports to 


the general manager of his division. The field sales divi- _ 


sion and' staff engineering, which are at the corporate 
level, also participate in this activity. All efforts are co- 
ordinated through the corporation’s vice-president in 
charge of sales.” 

Respondents are virtually unanimous in reporting 
that the sales personnel charged with the preparation of 
government contract proposals require additional in- 
formation and assistance from other departments of the 
company. Three departments in addition to sales— 
engineering, accounting, and production—are most fre- 
quently mentioned as assisting in the preparation of 
proposals for government orders. The activities of all of 
the groups contributing directly to contract preparation 
are frequently reported as being coordinated by the 
company’s top sales executive. 


Special Representatives 


About one eighth of the firms selling to governmental 
agencies regard government business as a specialized 
market, and rather than assigning its solicitation to the 
regular sales force make it the part-time responsibility 
of one individual. Among the titles of the individuals so 
selected are the following: “the executive vice-president,” 


“the vice-president of marketing,” or, where sales are 
organized along divisional or district lines, “division 
managers”’ and “district sales managers.” 

A number of responding companies with a strong in- 
terest in selling to governmental agencies indicate that 
they reinforce their sales coverage of the government 
market by placing special, full-time sales representa- 
tives at key points where government procurement 
offices are located. A metal fabricator, for example, re- 
ports: ‘We have a representative in Washington whose 
job it is to constantly make contact with various govern- 
ment departments and prime contractors for the govern- 
ment and to solicit their business.” 


Governmental Sales Units 


About one company in four that sells regularly to 
governmental agencies indicates that it has established 
a formal governmental sales unit or department devoted 
entirely to governmental business. These governmental 
sales units in a few instances function not as direct sales 
organizations, but as sources of leads and other market- 
ing intelligence for the regular sales representatives. 
A unit of this type is described by the vice-president of 
a construction materials company which sells to state 
and local governments: 


“We have a government service department which pro- 
vides aid to our sales organization in solicitation of govern- 
ment business. The vice-president who heads this depart- 
ment reports to the vice-president of sales. He has under his 
responsibility representatives located strategically through- 
out the United States and Canada who aid our local people 
in the direct solicitation of government business. In essence 
our government service department is what its name implies. 
Its personnel keep up to date on forthcoming government 
requirements and requests for bids, are familiar with the 
procedure to follow in doing business with the government, 
and help in making contracts.” 


A governmental sales department with supervisory 
responsibilities helps one machinery company in solicit- 
ing federal orders. Its work is described by a company 
executive in these words: 


“We have recently established a department for the 
purpose of contacting governmental agencies. This depart- 
ment is set up under a contract manager, who reports di- 
rectly to the president of the corporation. It is not con- 
sidered as a direct sales organization but rather as a sup- 
plemental aid to our regular sales department, and it is 
active in determining governmental fields of endeavor which 
may be logically worthy of active sales follow-up. It super- 
vises all federal government contacts and reviews all con- 
tract proposals submitted to government agencies which 
deviate in any way from normal sales contracts. It is also 
responsible for the preparation of necessary enabling docu- 

~ ments required for qualification for the receipt of govern- 
ment proposals, format of submitted proposals, security re- 
quirements, and any other governmental contacts.” 


But many of the survey participants maintaining 
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government sales departments have set them up for the 
actual solicitation of orders, as well as for seeking out 
leads, preparing contracts and providing coordination 
of the government sales program. Typical of such firms 
is the producer of electrical equipment whose president 
states: “We have a department set up to handle govern- 
ment business, headed by a manager of federal sales. He 
is completely responsible for the satisfactory operation 
of his department in all respects, including getting the 
business and processing the orders.” 

Similarly, an instruments company executive reports: 


“The division for handling matters pertaining to federal 
government sales is known as the department of govern- 
ment sales. The title of the person heading this department 
is director of government sales. He has full responsibility 
for all matters pertaining to this type of business, including 
the preparing of contract proposals. He reports to the ad- 
ministrative vice-president. Other units of the company in- 
volved in the proposals include the cost, specifications, in- 
spection and production control divisions. Their activities 
are coordinated by the director of government sales.” 


More unusual is the case of one decentralized, multi- 
division company that has found it advisable to estab- 
lish a sales unit to coordinate interdivisional govern- 
ment orders. It reports: 


“Each division is responsible for its sales to the govern- 
ment, but we have recently established as part of our central 
staff organization a department to promote and direct the 
sale and performance of government contracts which involve 
the participation of more than one division of the company. 
This department is headed by a department manager who 
reports to the central stafi’s vice-president of sales. The 
basic functions of the manager of the department are to 
generally direct activities of the company having to do with 
the securing of defense and related work which is not offered 
specifically by any one unit of the company and to generally 
direct and coordinate the performance of such work.” 


Selling Specialized Products and Services 


A greater proportion of the companies surveyed that 
sell technical services and specially manufactured prod- 
ucts to the government have governmental sales units, 
since government business often is reported to be a siz- 
able portion of their total sales. These respondents, 
however, frequently state that the sales of their 
“regular commercial products to federal, state and local 
governments are handled through the regular sales 
organization.” 

In this connection, sales to state and local _govern- 
ments are regarded by many survey companies as a part 
of their regular commercial market, requiring no special 
marketing arrangements. The explanation frequently 
given is that state and local governments usually pur- 
chase only the company’s standard products, while the 
orders from federal agencies more often involve specially 
manufactured products requiring special handling and 
solicitation. 

A few large companies indicate that they maintain 
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one governmental sales unit that handles specialized 
products, while standard products are sold through 
governmental sales units located at the divisional level. 
A description of this practice is provided by a metal 
products company: 


“Solicitation of sales to the government is handled by 
two different groups within the company, dependent upon 
the nature of the project. If the sale involves a commercial 
product normally manufactured by the company, sales to 
governmental agencies are made by a specialized depart- 
ment within the end product division. Solicitation of sales 
of military products is effected through a specialized depart- 
ment reporting directly to the vice-president in charge of 
defense products. This specialized department is charged 
with the responsibility of maintaining continuous liaison 
and contact with the various government procurement 
agencies buying specialized products in order to insure to 
the company an opportunity to submit proposals for the 
furnishing of such specialized military items.” 


In order to reach prospective governmental cus- 
tomers, a few reporting companies with a diversity of 
products and markets sometimes adopt a number of 
different marketing arrangements. Such is the case for 
an office equipment company, as described by the chair- 
man of the board: 


“Sales in Washington of our regular equipment are the 
responsibility of our regular salesmen. We also have a 
special representative who handles the sales to government 
divisions throughout the United States, with the assistance, 
wherever necessary, of our regular sales and service people 
in the locality. A substantial portion of our business for one 
product division comes from the Federal Government and 
from state and municipal governments. These sales are 
handled by the manager of the division producing that 
product. The solicitation of technical work, such as for 
special apparatus or military items, is the responsibility of 
the vice-chairman of the executive committee.” 


A clear-cut separation of governmental sales from 
other operations is made by a few survey participants 
that report having a separate division or subsidiary 
company that produces and sells all materials that they 
supply to the government. 


Contract Proposals 


The processing of contract proposals on special prod- 
ucts for the government reportedly is more complex 
than that required for regular product lines. For one 
thing, respondents say that more detailed information 
from a greater number of departments is often required. 
In the case of a metals firm, for example, ““contract pro- 
posals on specially engineered jobs may well involve 
estimating, planning, engineering, tool and machine, 
production, one or more of the laboratory or develop- 
ment groups, accounting, and legal, as well as the sales 
department.” 

The organizations of some survey participants include 
a special contracting department or administrator for 
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assembling all contract proposals, including those sub- 
mitted for government orders. An instruments company 
executive, for example, states: ““We established the posi- 
tion of contract administrator, reporting directly to the 
vice-president—sales, whose basic responsibilities cover 
the preparation of the proposals for our equipment as 
well as for research and development contracts.” 


PITFALLS IN GOVERNMENT MARKET 


The companies participating in the survey frequently 
cite special problems that they have encountered in 
selling to government agencies. 


Lower Profits 


The profitability of governmental sales is a matter of 
special concern for a large number of the reporting com- 
panies. Selling to government agencies may present no 
unusual profit problems when, as in some cases, only 
standard products are sold and at standard prices. But 
many of the executives state that competition for gov- 
ernment orders in their company’s product lines is at 
times so intense that they would have to settle for 
narrower profit margins, or perhaps sell at a loss in order 
to obtain such orders. 

A high percentage of the companies surveyed do show 
reduced profits on their governmental business. Among 
the firms providing information on their 1958 profits, 
48% obtained approximately the same profit margin for 
governmental as for nongovernmental sales; 45% re- 
ceived a lower profit on sales to the government; and 
only 7% found government business more profitable 
than sales made to nongovernment customers. 

While the smaller take in profits is most often at- 
tributed to the intense competition the company meets 
in bidding for government business, in some cases it is 
said to result from unusual cost factors associated with 
government business. 


Uncertainty and Red Tape 


Some firms indicate that they have had unfortunate 
and costly experiences with the renegotiation of govern- 
ment contracts. As a result, one metalworking company 
reports: “It costs us more to do business with the gov- 
ernment than with our regular commercial accounts. 
This is especially true when renegotiation calls for a 
refund some three to five years later.”” Others observe 
that “comparatively low profit margins, coupled with 
the possibility of sudden cancellations which tend to 
disrupt our manpower planning programs, result in our 
being more favorably disposed toward sales to private 
industry.” 

Uncertainty as to the size of government contracts 
has been a problem for one chemical company. The 
firm’s vice-president writes: ““When we have received 
government contracts, the results have been so poor 
that now we rarely make proposals. One of the principal 
difficulties that we have found is that a government 
unit will ask for prices on a large quantity of material 


and end up taking a negligible quantity, perhaps even 
less than 1% of that contracted for originally.” 

The “one-way” provisions of governmental purchase 
contracts in his industry disturb a petroleum executive, 
who observes that “‘under the terms of these contracts, 
the oil companies must deliver the stated quantities of 
products on demand at the right time and place. The 
military, on the other hand, either may or may not take 
the products. These ‘one-way’ contracts occasionally 
introduce so much uncertainty to the oil company’s 
operations that its flexibility and efficiency may be cut 
materially. A part of the industry, for example, received 
quite a jolt when large military contracts were abruptly 
canceled in the summer of 1957—a setback that was 
doubly serious since it coincided with the start of the 
business recession.” 

Several executives are critical of “the red tape of 
government inspection: and government reporting” 
which lessens their interest in soliciting government 
orders. ‘‘Government business,” states one of these re- 
spondents, “requires us to maintain additional records 
that are usually costly to maintain. For the past several 
years, we have been required to keep records on sales 
subject to renegotiation, but the aggregate total of such 
sales has been less than the minimum specified under the 
Renegotiation Act. We would welcome any relief from 
the requirement of maintaining such records.” 


Extra Attention Required 


According to some respondents, government business 
in the past has taken up an excessive amount of their 
executives’ time. “Our company,” comments the presi- 
dent of a lumber company, “has done product develop- 
ment for practically all branches of the military services. 
At one time we sought this research work, but the small 
allowances for overhead, usually 15%, did not make this 
government development work profitable or desirable. 
It required more individual attention of the officers of 
the company than was justified by the value of the 
contract.” 

In a similar vein, another company president reports 
that “we have simply decided we have no part to play 
in the present defense program unless we are prepared 
to spend a prohibitive amount of time of our top people 
in maintaining the necessary contacts both at the Wash- 
ington bureaus and at the field research and develop- 
ment establishments of each of the armed services. The 
profit possibilities are insignificant compared with any- 
thing that could be gained by the same amount of con- 
centration of our best men on commercial products.” 


Quality Products Excluded 


The belief is expressed by several reporting executives 
that government specifications for products manufac- 
tured by their companies “do a very poor job of setting 
yardsticks for quality materials,” and thus often ex- 
clude producers of high-quality goods from the market. 

Other respondents offer a related criticism of what 
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they feel to be an overemphasis upon price considera- 
tions by government procurement agencies. In the opin- 
ion of several executives this practice often results in 
false economies through the government’s purchase of 
inferior products. 


Any Contractor May Bid 


According to some executives, government contracts 
are on occasion awarded to prime contractors who are 
poor financial risks. A metals company vice-president, 
for example, expresses the opinion that “the govern- 
ment has tended to place business with financially ir- 
responsible manufacturers. We, as a subcontractor to 
such companies, have been involved in their financial 
difficulties, and in several cases such contractors have 
been exceedingly slow in taking care of their obligations. 
We have, at the moment, one serious instance of non- 
payment of quite a substantial sum of money from a 
contractor to a government agency whose financial 
status was such that he should never have been awarded 
a contract in the first place. This case has not, so far as 
we are concerned, been an isolated one.” 

A somewhat similar opinion is held by another execu- 
tive, who writes: “One of the most unfortunate situa- 
tions existing in bidding on government business is the 
fact that, regardless of the capabilities of the contractor, 
either by knowledge or equipment, anyone can bid. The 
result is that before the order is filled, either the con- 
tractor has lost money on the job or the price has been 
adjusted and the government receives an inferior 

product.” 


HOLDING A STAKE IN GOVERNMENT MARKET 


Despite the intense competition and other factors de- 
scribed by many companies as restricting their ability 
and enthusiasm for seeking government orders, some 
firms indicate that they are strongly committed to pro- 
grams that are designed to maintain or increase their 
present volume of government business. For example, 
one responding executive states that “government and 
military sales will be extremely important in our 1959 
operations, and expansion of such sales is a vital neces- 
sity to us. Prior to 1959 we did not solicit such con- 
tracts; however, this policy has been changed primarily 
in order to provide self-supporting expansion of our 
research and development activities, while at the same 
time feeding back into our industrial product lines the 
advanced techniques which are associated with military 
gear.” / 

Other respondents find the government market at- 
tractive but qualify their enthusiasm, as for example, 
the vice-president of one machinery company who re- 

ports: “We have been quite selective in our participa- 
tion in government contracts, restricting our quotations 
to that type of work which we feel will be both profitable 
and attractive to us. Although we fully recognize that 
dealing with government agencies entails a substan- 
tially greater degree of red tape, inspection, and other 
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elements of cost, our relations with the agencies have, 
on the whole, been reasonable.” 


A LOOK BEFORE THE LEAP 


A few executives advise that, in their lines of business 
at least, the decision to go after government orders is not 
to be lightly made. This opinion is expressed by the 
vice-president in charge of sales for a machinery com- 
pany, who observes that “a company seeking govern- 
ment business in the field in which we operate must plan 
ahead three to five years and be willing to make the 
necessary investment in design studies and research 
work to qualify as a bidder. 

“We are,” continues the executive, “‘somewhat fearful 
of the reaction to this survey by some Conference Board 
members, as it comes at a time when many capital goods 
manufacturers are looking down every avenue for busi- 
ness. Our concern is that some companies may not have 
previously considered government business to the extent 
that they might after reading the survey results. And 
they may choose to take a fling at some projects that 
they know too little about. This could cause some under- 
pricing and might upset the natural flow of business to 
those manufacturers who have made a substantial in- 
vestment in development and know actual costs. 

“Similarly,” he says, “this could work a hardship on 
the government, since they are forced to recognize all 
bidders most of the time and it is not easy to disqualify 
bidders who are generally known to the branch of the 
government concerned, especially if they are of national 
renown. 

“Government business,” he concludes, “‘should be 
earned. It is not something that can be turned on and off 
like a water faucet, and those who would like to partici- 
pate in it in slack times should stay with it regardless of 
the state of other business.” 


Ear. L. BattEy 
G. CuarK THOMPSON 


Division of Business Practices 


Business Bookshelf 


Linear Programming and Economic Analysis—A description of 
the methods of linear programing, and their application to 
industrial and economic problems. Includes a chapter on 
the algebra of linear programing. By Robert Dorfman, Paul 
A. Samuelson and Robert M. Solow. McGraw-Hill Book 
Company, New York, 1958, 527 pages. $10.00. 


Long-Range Planning for Management—A collection of articles 
from the Harvard Business Review and other sources cover- 
ing such questions as organization, steps in long-range plan- 
ning, and special problems and techniques. Edited by David 
ye Ewing. Harper & Brothers, New York, 1958, 489 pages. 

6.50. 


Forging a New Sword: A Study of the Department of Defense—A 
critical study of the organization and responsibilities of the 
Department of Defense. By William R. Kintner, in associa- 
tion with Joseph I. Coffey and Raymond J. Albright. Harper 
and Brothers, New York, 1958, 238 pages. $4.50. 
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More Occupations Are Open to Women, More Are Important to Them 
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“laborers, except farm and mine”. 1910 


VALLLLILLLLL LLL LLL LLL 


1920 eee WMUMMMLLLLLSLLLILL Dg 


ehhey) “7 CALL LLL AL LLL 


VALLI LA LLLLLLLLLD 


1900 1900 | 

“Ngee Salis SEMISKILLED WORKERS 
1958 eg ---LLLLLZZZZZZLZZZZLZZZLLELLLLLLLL ELL 1958 fpr eee I 
1950 bee LL VILL LLL LLL LLL Stel SLLILLLLLLLLLLLLLL LA, 


1940 COMLLLLLLLLLLLLLLLLLLLL TULLE ZLLLLLL. VL. LLLLLLL 3 1940 LILLLLLLLLLLLLLLLSD A, 


1930 VL LLL LLL LLL LLL 1930, OLLI LLL LLL 


1920 a 1920 cccocckahecegyl III 


1910 LLL 1910 ecccccgplLIIZD 


1900 VL LLL LLL LLL LiiLlLLLiLiLiLiLiLi iii LiLiLiLLiLiLiLiLi iLL Lehi Llds tsb ds 1900 Cg LLL LL LLL 


Footnotes for the two pages: “Except domestic workers © Nonfarm NA, Sufficiently comparable data not available 


CHART FEATURE 141 


Employment Shifts Shuffle Lists of Occupations That Were 


WOMEN WORKERS IN 1910 AND 1950—NUMBERS IN THOUSANDS 


2,000 


20 20+ 
1910 1950 1910 


Leading occupations in 1950 reflect in most instances the addi- 
tion of a substantial number of workers into the classification since 
1910. Those with the largest relative gains are shown in the upper 
left-hand panel of each page. A few occupations, principally farm 
and unskilled jobs, remained “important” even though the number 
engaged had declined. 

New occupations emerge but some old ones fade. In 1910 there 
were 32 leading occupations for men and 24 for women accord- 
ing to the criteria used here. Thirteen and sixteen, respectively, 
were still among the leading ones in 1950. Thus 19 occupations for 
men and 8 for women became “unimportant” over the years. The 
number of workers in nearly half of these occupations (charted at 
the bottom of the two pages) actually fell from 1910 to 1950; the 
gains were too small to keep the others among the “important’’ 
occupations on the latter date. 


Sources for the four pages: Bureau of the Census; Bureau of Labor Statistics; The Con- 
ference Board 
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Important in 1910... in 1950: New Ones Emerge, Others Fade 


MEN WORKERS IN 1910 AND 1950—NUMBERS IN THOUSANDS 


2,000 6,000 6,0006 


5,000 arcttiens | 
4,000 oe LL ASORERS 
1,000 3,000 EXCEPT FARM & MINE) = 


2,000 


Ss : 
CARPENTERS = 


—_—— 


1950 


Abus, TAX! , CHAUFFEUR, TRUCK 
& TRACTOR 


®@ PRIVATE NONFARM 


AEYCEPT INSURANCE & REAL ESTATE 


20 = 60 oe K EXCEPT ART, MUSIC & COLLEGE 
1910 1950 1910 1950 
O/NCLUDES COUNTER & FOUNTAIN WORKERS 
25 
44) 


@ AND ATTENDANTS IN HOSPITALS 
& INSTITUTIONS 


hv) 8) 
oD (o>) 
N) 
o 
(és) 
@o G 
mM. 
O@s 
°o 
s>@0 
~OS 
o~ a 
f& 
Re<|o 
i oO 
ses 
o@8 
R390 
w oe 
O. _ 
o 78 
ef<—| 
I >e8 
703 
~_ ,@ 5 
i ea 
c@n 
=_— Oo 
= o 
= iv) 
ines Fa 4g 03 
M15 
@x Q 
te 
ts = 
=) Oo 
Se} nn 
= >) 


5 55 © 55 ‘oO ) . 
& ge & ¢ gy S ores s ¢ & ¢ &y éé ee e Sy &y € 
RRS OK . Oe Lo ne Vv A wre’ \ alas aa 
ee RN Soak O cde ee ae OY” YO ee OR Yo 
é we ¢ y AS : S s x ‘& A RY ° ¢ ve ee e € ¥ Oy ve a 
& Ms S Vv S > 
g Cre ae as ¢ . Se & . 


“Important” occupations were determined on basis of the number of workers. The lower limit was arbitrarily set at 100,000 in 1910 and 250,000 in 1950 for men; at 25,000 in 1910 and 100,000 in 


1950 for women. Using these criteria, 13 occupations in the male and 16 occupations in the female ‘array were “important” in both 1910 and 1950. They are shown here only once—among those 
‘important” in 1950 
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MERCHANDISING WITH THE WEATHER 


sonnets but it is a bleak experience for the garment 

trade. When the leaves continue lush through 
September, women’s coat sales may be off, compared 
with a premature fall, by a fourth or more. An early 
spring will make a boom season for bonnets, but a cool 
June a bad one for beachwear. Sex and status may 
well be, as the motivation researchers tell us, powerful 
determinants of the buying impulse, but a prime hidden 
persuader or dissuader is the fahrenheit reading. 

The effect of temperature on the fortunes of merchan- 
dising are ramified and pronounced. It can be observed 
in so simple an event as decreased store traffic on un- 
comfortable days in mid-winter and summer. Frill and 
impulse merchandise sell more briskly than usual in the 
initial bloom of spring. A chill September means early 
shopping for fall wardrobes, a better season generally, 
and a hearteningly high proportion of weather-sensitive 
merchandise going at full mark-on. But a sultry autumn 
makes for sluggish performance on all counts. 


| ee SUMMER may have inspired a library of 


Factors Involved 


There are many facets to this problem of appraising 
the impact of temperature on sales. How important a 
deterrent to over-all store traffic is intemperate weather? 
What are the merchandise lines that are particularly 
sensitive to temperature and at what juncture of sea- 
sons? Again, to what extent is demand actually affected 
at those points by meaningful deviations in the mercury 
reading? 

Finally, how lasting a consequence does a fast or slow 
start have on the season’s full performance? Are the 
gains made in a busy September lost in November? Do 
those that fail to buy in a warm fall come to the coun- 
ters when the days grow cold? 

The effect of uncomfortable temperature on the con- 
sumer’s urge to shop seems to be modest, but its extent 
is difficult to measure. In the winter months, for ex- 
ample, frosty days are often accompanied by snow on 
the ground or other elements which fuzz the influence 
of temperature alone. Nor is there an entirely satisfac- 
tory definition of what is to be regarded as an uncom- 
fortably hot day. One with an 85-degree reading seems 


This is the concluding article in a series of two on weath- 
er and retail sales. The initial instalment, which appeared 
in last month’s Business Record, examined the effects 
of adverse weather on department store traffic 


worse when it is preceded by a much cooler day than by 
a day that was only moderately milder. The effects of 
heat are also cumulative so that the third day of a heat 
wave is more trying than the ones before, though the 
mercury reading may be identical. Finally, as may have 
been observed before this, it is not the heat but the 
humidity that often makes the difference. 

Evidence indicates, however, that sales do sag when 
the thermometer reaches extremes. According to the 
daily sales records of a sizable New York department 
store, customer traffic is off on the average by 1.5% 
when the mercury pushes beyond 85 degrees, but it 
exceeds expectations by a like amount when the weather 
is temperate.! 

Suburban shoppers appear more governed by weather 
than city shoppers. In branch stores, sales slip by a full 
5% when the temperature is high but they are better 
than par by 2.5% on the average when the thermometer 
is at 85 degrees or less. Thus the difference in downtown 
store activity on rough and pleasant days comes to three 
percentage points, against a spread that is well over 
twice that in the branches. This is likely a reflection of 
the fact that recreation facilities are more readily ac- 
cessible to the suburban family. | 

Information is too scanty for a similar calculation of 
the sales experience during the winter months. But it 
perhaps can be assumed that temperature extremes at 
that time of the year have a less discouraging effect on 
business. For one thing, the indoors provides an escape 
from the cold, while summer heat is more pervasive. 
Also, frosty weather probably tends to generate demand 
for higher price-tag seasonal merchandise than does a 
hot spell. 


The September Story 


But the work of the mercury on consumer behavior 
in the relatively few uncomfortable days that occur at 
the peak and trough of the year’s temperature cycle is 
of relatively small account. More significant is its im- 
pact on a wide range of merchandise lines, particularly 
at seasonal turning points. A rough indicator of what the 
temperature can do is the recent history of September 
department store sales in the New York area. That 
month is a particularly good one to look at: it comes at 
the start of a season, and its average normal tempera- 
ture in the New York area balances between summer 

1 The percentage figures represent the extent to which sales, on the 
average, deviated from the store’s precalculated norm for each day. 
Those norms are based on sales experience over an extended time 


period. For a fuller explanation, see The Business Record, February, 
1959, page 91 
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and fall weather so that deviations in either direction 
bring a hint of the days gone by or the ones to come. 
Also convenient to our purpose, September, in recent 
times, has been an erratic month. In 1955, according to 
dry-bulb readings at the Battery, its temperature aver- 
aged only slightly above its half-century norm of 67 
degrees. But in 1956, September was cold—in fact, the 
frostiest in over two decades. The September of the 
following year was also one for the record, but on the 
other side of normal—the warmest in ten years. In 
the September just gone by, the mercury returned to 
normal. 


Department Reactions Vary 


How did various merchandise lines behave through 
those temperature vacillations? The answer is given 
graphically in the accompanying chart. Shown there are 
sales indexes for a wide range of commodity lines for the 
last five Septembers. The data represent department 
store sales in the New York Federal Reserve District.! 

The graph etches a sharp record. In historically cold 
September, 1956, sales of a large range of merchandise 

1 Although temperature figures are those experienced in the city and 
sales data represent operations of the entire Federal Reserve district, 
the series are sufficiently comparable for the purpose. For one thing, 
temperature tends to be relatively uniform throughout a wide area; 


more important, departmental sales data very largely represent 
reports from big downtown stores 


145 


lines jetted well beyond their previous September levels, 
while in the abnormally warm September that followed, 
they retreated as far or further. Last year, with the 
thermometer at normal, sales leveled—somewhere be- 
tween the previous high and the immediately preceding 
low. Sales of women’s coats, probably the most tempera- 
ture-affected commodity of all, illustrates the point. In 
chilly September, 1956, volume was up 22% as com- 
pared with the nearly normal September of the year 
preceding, but in the warm September of 1957 they 
tumbled below their 1955 level. In the more typical 
September of 1958 they regained about half the ground 
lost twelve months before. 

To some extent, the indicated fluctuations were given 
added momentum by the business cycle. Not only was 
the temperature less erratic in September of 1958 than 
in September of 1957, but economic conditions generally 
were on the mend. However, the violence of the sales 
movements recorded is much beyond the scope that can 
be explained by the changing pace of business activity. 

Quite clearly, extreme differences in September tem- 
perature have a substantial effect on certain merchan- 
dise lines. But not every September is of course an 
extreme one, nor does a single month make a full season. 
What consequences do moderate temperature devia- 
tions have on demand and when are they most telling? 

To this end, the monthly distribution of sales in the 


An Early Fall Brings an Early Season 
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Each point charts average monthly temperature and the relative 
contribution of the month to total fall season business. The season itself 
is defined as the final third of the calendar year: data are for the past 
ten years. For women’s coats, there is a close correlation between 
temperature and relative sales in both September and October. For 
boys’ wear the critical month is October. By November the effects of 
the mercury reading are diminished. 
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past ten fall-winter seasons were examined for a large 
number of merchandise categories. For each line, the 
share of total September-through-December sales made 
in each of the four months was computed. This statis- 
tical device throws light on the changing importance of 
each month over the years and provides a mechanism to 
test for temperature sensitivity in each of the four 
months in question. The particular percentage distribu- 
tion method used eliminated most of the influence of 
business cycles and the rising level of department store 
operations. The season was limited to the indicated four 
months, for it is in that time span that the bulk of the 
business is done and at relatively full mark-on. While 
business may continue vigorous into the new year, sales 
at that time are, in large measure, generated by special 
promotional activity. We are again working with New 
York sales and weather information. 


Tracing Effect 


The facts computed for two of the many merchandise 
lines examined are plotted in the scatter graph, and 
additional findings are given in the accompanying table. 
For illustration, let us again use women’s and misses’ 
coats. As the scatter suggests, the most moderate change 
in September temperature has a bouyant or deflating 
effect on demand. Sales days in October are also sensi- 
tive to weather, but those in November and December 
show only slight correlation. Once coat weather has 
unmistakably arrived, a change of a few degrees in one 
direction or the other is of minor account. Exceptionally 
sharp deviations, however, still seem to have some im- 
pact. For boys’ wear, the closest relation between 
temperature and buying is in October. 

This exploratory examination has served the purpose 
of demonstrating the relevance of temperature changes 
as a hard fact of marketing. The patterns of weather 
susceptibility are likely to vary from store to store 
depending on the type and price ranges of merchandise 
carried and the characteristics of the clientele served. 
Each enterprise has the statistical wherewithal to evolve 
a considerably finer tool for detection of temperature 
elasticity than is provided by monthly Federal Reserve 
figures. It would probably also be possible with more 
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detailed information to narrow the critical periods. 

For example, when the temperature averages 2 de- 
grees or more under normal in a week of October, the 
purchase of misses’ better coats comes to 15% above 
average for the period, and the same number of degrees 
deviation on the high side will depress demand by about 
the same magnitude. Much the same complex charac- 
terizes the men’s coat business. These estimates are 
based on detailed sales records covering the past four 
years that a number of New York department stores 
have made available. 


Easter Affects the Figures 


It would be useful to carry through a similar investi- 
gation of the pull of temperature variation on spring 
sales. But the shifting date of Easter largely frustrates 
such an effort. The distribution of early season sales 
between the months of March and April are primarily 
determined by the timing of Easter Sunday. Combining 
the sales of the two months provides a very blunt 
instrument for analysis; even so, the most cursory ex- 
amination indicates that the behavior of the thermome- 
ter at that time of the year exerts a powerful impact on 
consumer demand. For instance, the relatively warm 
spring of 1957 appeared to have a sharp effect on sales of 
a wide variety of outerwear. Specifically, total March 
and April women’s suit business in 1957 was about 10% 
greater on a year-ago basis. Sportswear demand was 
some 8% bigger, boys’ wear buying was up 10%, girls’ 
wear 20%. Store volume generally was higher by only 
4%. However, the apparel business was given a push by 
the timing of Easter, which fell on April 21 as against 
the much earlier date of April 1 in 1956. 

Just how important is an early or late start to the 
season’s final performance? Certainly, some of the sales 
gained in a cool September are borrowed from Novem- 
ber. Similarly, many who fail to shop during an Indian 
summer are likely to turn up with the season’s first frost. 
Nevertheless, in every instance over the past eight 
years where women’s coat sales in either September or 
October contributed a larger than usual share to the 
total September—December volume, the season was a 
good one. 

A season was thus considered “‘good”’ when it bettered 
the sales of the year-earlier season by an amount greater 
than that registered by total store activity for the same 
four months. 

In the fall of 1956, for example, full-season receipts 
were up a striking 9% in women’s coat departments, 
beating the all-store record substantially. As already 
noted, September was historically cool, and the month 
accounted for a striking 20% of the season’s coat busi- 
ness, which compares with the usual ratio of 17% for 
those thirty days. But as falls go, that particular one 
averaged out on the warm side despite its chilly beginning. 

In 1958, fall and winter coat volume was better than 
the year before, and the gain in that sector exceeded 
full-store operations for the final third of the year. In 
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this instance, however, September temperature was 
nearly normal and the month’s contribution to the coat 
season was a little under average. But the October that 
followed was frosty and its share of the period’s business 
was bigger than usual. Again, a reasonably early begin- 
ning made for a good finish. For the women’s and 
misses’ coat business, it seems that all’s well that starts 
well. 

The reverse also seems true. When both September 
and October performances are relatively poor the full 
season is also poor. In fact, if the share-of-season ratio 
slips in only one of the two months and the other one 
manages no better than an average score, then final 
season receipts will probably be on the disappointing 
side. The year 1955 provides an example. September’s 
temperature and relative contribution to the coat season 
were both almost precisely at normal; but in October, 
both were off. The mercury was high, the volume low. 
Performance for the full season was disappointing. 

Much the same experience is recorded for 1957. With 
the temperature running high in September, the sales 
ratio was down sharply. October cooled to a bit below 
average and the ratio perked to normal. For the full 
season, coat volume was down compared with that of 
the 1956 season, although general store sales were 
slightly higher. Although coat sales revived sharply in 
November and December, even though those months 
were relatively warm, the ground regained was not 
enough to offset that given in September. 

An eight-year record may not provide a big enough 
experience for conclusions but the evidence it affords is 
striking: what happens in September and October is 
decisive. With a poor start some early slippage may be 
made up later, while not all the initial gain from a good 
start is retained. Thus when there is more time to sell, 
more is sold, while a shorter season means a smaller one. 

In this connection a somewhat analogous situation is 
found in the effects of bad weather on store traffic. 
Although a wet day makes a sizable dent in volume, no 
evidence has been uncovered to suggest that the loss is 
substantially made up when cloudless skies return. In 
this context, the operating axiom of department store 
managements that each day’s receipts must beat “a year 
ago’ is relentlessly sound. 


A Word to the Weather Wise 


What can be done to use the facts of weather to im- 
prove merchandising operations? One of the more obvi- 
ous things certainly is to consider the dimension of 
weather in appraising the sales record. For example, 
report sheets might include all pertinent weather infor- 
Mation, not only for the current period but also for the 
one with which it is being compared. Or a system might 
be developed where each day is given some weather 
value in terms of its shopping attributes or liabilities. 
Experience might soon suggest the general magnitude of 
allowance that has to be made for the elements. 


MARCH, 1959 


147 


Weather and Sales in September 
DEGREES 


TEMPERATURE 


1954 1955 1956 1957 1958 


September's normal tem- — | 
perature is 67°. The ball 
denotes deviations from 
that norm. 20) 


SPACES BETWEEN HORIZONTAL LINES 
REPRESENT 10 POINTS OF THE INDEX 


Infants’ wear 


Women's and children’s gloves 


Women's coats 


Girls’ wear 


Boys’ wear 


Sportswear 

Sportswear (basement) 
Men's clothing 

Men's furnishings 

Total store 

Boys’ wear (basement) 


Millinery 


Women’s coats and suits 
(basement) 


Girls’ wear (basement) 
Infants’ wear (basement) 


Women's suits 


Department store sales index: 
September, 1954 = 100 
Merchandise departments are 
those of the Federal Reserve 
Bank 

Sources: U. S. Weather Bu- 
reau; Federal Reserve Bank; 


The Conference Board 1954 1955 1956 1957 1958 
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MERCHANTS’ WEATHER ALMANAC 


Metropolitan New York 


Temperature Precipitation 
Average Daily Temperature Noon Temperature Between 9 AM-6 PM Between 9 AM-9 PM 
Per cent of Cases with Temperature 
Higher Than Degrees Shown 
Maximum Minimum Mean 25% 50% 15% Any Prolonged Any Prolonged 
(Degrees Fahrenheit) (Per cent Probability of Occurrence) 
January Ist half 40 26 33 in $5 en 19.5 13.0 22.0 14.0 
Qnd half 40 26 33 21.5 14.5 23.0 16.0 
February _Ist_half 38 24 31 44 $9 34 20.5 14.5 21.5 16.0 
2nd half 42 26 34 20.0 13.0 22.0 16.0 
March Ist half 46 31 39 ay Pe 36 22.5 14.5 25.5 17.5 
nd half 51 35 43 24.0 15.5 28.0 18.5 
April Ist half 55 39 47 23.0 13.0 28.0 17.0 
nd half 60 44 52 60 53 48 21.0 10.0 26.0 14.0 
May Ist half 66 50 58 19.5 9.0 93.5 11.5 
Qnd half 712 55 64 69 64 58 18.5 8.5 23.0 10.5 
June Ist half 76 60 68 16.0 5 20.5 9.5 
Qnd half 79 64 72 81 75 69 14.0 65 19.0 9.0 
July Ist half 82 66 74 14.0 5.5 18.5 9.0 
nd half 83 67 75 85 80 76 16.0 - 7.0 20.5 9.5 
August Ist half 81 67 74 18.5 9.0 23.0 11.0 
9nd half 80 65 73 81 17 73 17.5 7.5 21.0 10.5 
September Ist half 76 62 69 14.5 6.0 18.5 8.0 
2nd half 73 58 66 75 71 65 12.5 5.5 17.0 7.5 
October Ist half 67 52 60 13.5 6.5 16.0 8.5 
nd half 62 47 55 67 61 56 15.0 8.0 17.5 10.0 
November Ist _half 56 42 49 : 16.5 8.0 19.0 10.5 
Qnd half 50 87 44 55 48 43 19.5 9.0 22.5 12.5 
December Ist half 44 30 37 21.5 12.0 24.5 15.5 
@nd half 41 Q7 34 44 38 32 19.5 13.0 22.5 15.0 


Note: Average eeeaaey values based on extended historical record; noon temperature on recent period. The precipitation figures represent experience over the ae ten year: 


and were smoothed b: 
Record, February, 1959, page 98 for fuller discussion of this definition 


Sources: U. S. Weather Bureau; THe CoNFERENCE BoarD 


Another useful guide which could be profitably de- 
veloped is a weather “probability” calendar, similar to 
the one included here, for the particular marketing area. 
Such a record might show, by weeks or bimonthly, 
average temperatures, the frequency and degree of devi- 
ation that might be expected, the “odds” on rain during 
business hours, and other details that are relevant for 
the location. This could provide, among other things, a 
blueprint for planning the start and the end of the 
merchandising season, advertising, and other promo- 
tional activities. The almanac for the New York area 
that is included here was developed from Weather 
Bureau records. That agency has similar records for 
most major communities throughout the nation. 

Stores might also, on the basis of their particular 
experiences, chart the past behavior of relevant mer- 
chandise lines within the context of the weather com- 
ponent. This would not only sharpen the capacity to 
appraise current operations, but would provide an addi- 
tional bench mark for planning ahead. How, for ex- 
ample, should a coat buyer have interpreted the spec- 
tacular September of 1956 in making commitments for 
the coming months? Assuming that his department’s 
figures were similar to those of the New York Federal 
Reserve District, he would have outdone the year before 
by more than 20%. Certainly, this would have justified 


y use of moving average. Where pe was recorded for three or more hours in # business day it was consi to be “pro: 
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an optimistic outlook, but just how much elation shoulc 
he have written into new-order requisitions? A littl 
knowledge of what temperature variations do to Sep 
tember business would have been of considerable help 
For example, recent history suggests that when the 
mercury reading for that month averages out in the 
area of 2 degrees above normal, September’s contribu 
tion to the season’s coat business comes to roughly 16% 
With a temperature deviation of similar magnitude o1 
the down side, the ratio runs closer to 20%. Such benck 
marks would have been an effective aid to the buyer i 
planning the upcoming months of the 1956 season 
Figures such as these rest on a limited experience; bu‘ 
each store’s daily records should provide the basis fo: 
evolving a temperature-sales formula specifically tailorec 
to its needs. 


Some Possible Applications 


What can be done to merchandise more profitably iz 
the days that lie ahead? The answer here rests on the 
reliability and availability of forecasting. The Unitec 
States Weather Bureau issues a 24-hour and 48-houw 
prediction every six hours, a five-day forecast on Mon. 
day, Wednesday and Friday of each week, and a thirty- 
day outlook on the first and fifteenth of every month 
The latter two services are in general terms, indicating 
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that temperature and precipitation will be either above 
or below normal for the period. 

Concerning precipitation, the skill in forecasting 
twenty-four hours ahead is good, but rain cannot be 
foretold on a 48-hour basis with the accuracy as to time 
and place that is required by the merchant. A forewarn- 
ing of only twenty-four hours has a limited usefulness. 
Problems of newspaper make-up make it difficult to pull 
advertisements on such short notice; however, a certain 
amount of substituting is possible. A 24-hour Weather 
Bureau forecast becomes available at 11 a.m. and an- 
other at 5 p.m. and thus provides some opportunities 
to replace promotions scheduled for the next day’s 
morning edition. 

The five-day precipitation prediction, even though 
not specific as to day, is also of value. A warning that 
rainfall in the immediate period ahead is likely to be 
“heavy” should, at least, warrant a review of the week’s 
intended promotions. Some advertisements in the nor- 
mal course of events can be held over for a time with a 
more propitious weather outlook. 


Reliability of Temperature Predictions 


The merchant is likely to find that he can make the 
most effective use of temperature forecasts. There ap- 
pears to be greater skill in predicting the vagaries of this 
element, and while the problem of precipitation comes 
up only on about a fifth of all business days, tempera- 
ture fluctuations are almost always pertinent and par- 
ticularly during the major volume months of the year. 
In the cool September of 1956, New York temperature 
fell below normal in the second half of that month as the 
forecast for September 15 foretold. In the following 
year, accurate warning was given of warmer than usual 
days ahead at the start of September and again in mid- 
month. Last year’s normal September was also indi- 
cated, but not the sharpness of the drop in early October. 

A rough check of department store lineage in three 
leading New York newspapers indicates that there has 
been little coordination of promotional activity with the 
weather. There was, in fact, more advertising in the 
record-warm month of September, 1957, than in the 
historically cool corresponding month of the year before. 

The problem is, perhaps, a bit more involved than 
suggested. The Weather Bureau has been known to 
mniss, which raises the question whether it is better to 
spend some promotional money on poor mileage than 
to miss an opportune moment to advertise. This ques- 
tion is less formidable than it appears. Actually, present 
advertising schedules are programmed long ahead, based 
roughly on normal seasonal patterns. But since such 
patterns differ under the pressure of weather from year 
to year, a predetermined advertising campaign will have 
its quota of misses. The shift of promotions from one 
week to another, on the advice of the weather man, is 
likely to better the batting average. 

Fapran LINDEN 
Division of Consumer Economics 
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Merger and Acquisition Announcements 


December 11, 1958—January 10, 1959? 


(Continued from February, 1959, issue) 


hips Acquirer 
Description and Assets in Millions 


H. L. Green Co. ($58.6) 
Variety store chain operator 

Harsco Corp. ($63.3) 
Steel products for industry mfr. 

Hercules Powder Co. ($181.1) 
Explosives, cellulose products, naval 
stores, paper chemicals and synthetic 
resins mfr, 

Houston Oil Field Material Co. ($18.9) 
Oil and gas well equipment supplier 


Howe Sound Co. ($36.4) 
Nonferrous metals producer 
Inland Steel Products Co. (n.a.) 
(Sub. of Inland Steel Co.) 
Fabricated steel products mfr. 
Johns-Manville Corp. ($258.2) 
Mfr. of materials from asbestos and 
similar products for the control of 
heat, cold, sound, motion and protec- 
tion against fire, weather and wear 
Kastor, Hilton, Chesley & Atherton, 
Inc. (n.a.) 
(Formed by merger of) 
Advertising agency 


H. W. Lay & Co. ($6.0) 
Potato chips, candies, nut meats, etc., 
producer 

Leslie Salt Co. ($19.2) 
Salt mfr. 


Mages Sporting Goods Co. ($2.5) 
Retail sporting goods stores operator 
(Illinois and Indiana) 


McCall Corp. ($37.2) 
Magazines publisher 


McCrory—McLellan Stores Corp. 
($84.1)3 
(Formed by merger of) 


McGraw-Edison Co. ($147.7) 
Electrical appliances and devices mfr. 


McKesson & Robbins, Inc. ($196.0) 
Drugs, liquors and wines wholesaler; 
drug products mfr. 

Menhaden Fish Products Co. (over $.1)* 
Refined fish oil products mfr. 

Miller Mfg. Co. ($7.1) 

Boecens automobile tools and castings 
r 

North Advertising, Inc. (n.a.) 

Advertising agency 


North American Car Corp. ($46.8) 
Tank, refrigerator, stock, box and 
other cars fleet operator 

Norwegian American Knitting Mills, 

Ine. (n.a.) 

Ohio Oil Co. ($393.9) 

Crude oil and natural gas producer 


G. L. Ohrstrom & Co. (n.a.) 
Brokers 
Pacific Lumber Co. ($38.2) 
Lumber and planing mill products 
Tr. 
Parents’ Institute, Inc. (n.a.) 
Periodicals publisher 
Playskool Mfg. Co. (over $.1)* 
Educational wooden toys mfr. 
(To be concluded) 


Acquired Unit 
Description and Assets in Millions 


D & C Stores, Inc. (n.a.) 
Variety store chain (Michigan) 
Capitol Mfg. & Supply Co. (over $1.0)* 
Steel pipe fittings mfr. 
Young Development Laboratories (n.a.) 
sare halt reinforced plastic material 
r 


Associated Oil & Gas Co. 
(Associated Oil Field Rentals div. of) 


nNr.a. 
Oil and gas tool rental 
Stamford Rolling Mills Co. (over $.1)* 
Roller of copper and brass sheets 
Pacific Metal Decking Co. (n.a.) 
Metal roof decks mfr, 


L-O-F Glass Fibers Co. ($27.5) 
(Controlled by Libbey-Owens-Ford 
Glass Co.) 

Fiber glass products mfr. 


Atherton & Currier, Inc. (n.a.) 
Advertising agency 


Kastor, Cae Chesley & Clifford, Inc. 


n.d. 
Advertising agency 
Halter’s Pretzels, Inc. ($2.0)? 


Deseret Salt Co. (n.a.) 


Cushman Motor Products, Inc. (n.a.) 
Distributor of electric golf carts and 
other vehicles 

Dave’s Sport Store (n.a.) 

(Chicago, Illinois) 

“Forecast for Home Economists” (n.a.) 
(Published by Topics Publishing Co.) 

McCrory Stores Corp. ($53.9) 
(Affiliated with United Stores Corp.) 
Variety store chain operator 

McLellan Stores Co. ($30.2) 

(Affiliated with United Stores Corp.) 
Variety store chain operator 

National Electric Coil Co. (over $1.0)* 

Electrical windings and insulation 
T. 

Central New York Liquor, Ino. yo 
(Sub. of S. M. Flickinger Co., Ine. 
Liquor wholesaler 

Haynie Products, Inc. (n.a.) : 

rude oil research and marketing 

Crawford Steel Foundry Co. (over $.3)* 

Steel castings mfr. 


Alfred J. Silberstein, Bert Goldsmith, 
Inc. (n.a.) 
Advertising agency 

Alexander Chemical Corp. (n.a.) 
Chemical and tank-farm storage busi- 
ness 

H. E. Bradford & Co. (over $.5)* 
Long underwear mfr, 

James R. Hines Corp. : 
(Petroleum marketing business in 
Kentucky of) (n.a.) 

Egan Mfg. Co. (n.a.) 

Tires and tubes mfr. 


Holmes-Eureka Lumber Co. (over $1.0)* 


Baker & Taylor Co. (n.a.) 
Wholesaler of books 


Holgate Toys Co. (n.a.) 
Wooden toys mfr. 


* Estimated minimum capital from ‘'Thomas’ Register of American Manufac- 
turers, 1958.” 1See The Conference Board Business Record, November, 1957, for sources 
and methods used. 2Annual sales, Moody’s Industrials, January 9, 1959. * Pro- 
forma combined balance sheet, Moody's Industrials, 1/6/59 


Private Spending for Medical Care Is Up—No Matter How It Is Measured 


TOTAL SPENDING 
FOR MEDICAL CARE 
BILLIONS OF CURRENT DOLLARS 


ARON, 
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© Other professional services and nursing homes 


$90 


“ Medicines and appliances 
Sources: Social Security Administration; Bureau of Labor Statistics; The Conference Board 


PER CAPITA 
IN DOLLARS 


© Based on current prices 


Medical Care: Changes in Consumer Spending 


oubled in the decade ending with 1957. Consum- 
ers in that year spent $15.1 billion for hospitals, 
doctors, drugs and other medical items as compared 
with $7.6 billion in 1948. Part of this increase can be 
attributed to the expansion of population and another 
part to rising prices for medical care. After the 1957 
total is adjusted for these two factors, however, it still 
exceeds the 1948 total by $1.9 billion, or by about one 
fourth. The average consumer was thus purchasing 
more medical care in 1957 than in 1948. 


SHIFTS IN MEDICAL-CARE DOLLAR 


Each of the major components of consumer spending 
for medical care shared in the total increase, but rates 
of growth varied widely. This resulted in some changes 
in the division of the medical-care dollar. The sharpest 
rise was in spending for hospital services—from $1,859 
million in 1948 to $4,395 million in 1957—making it the 
largest component in the latter year compared with the 
third largest in 1948. Expenditures for physicians’ serv- 


Prrsrica’ expenditures for medical care almost 
d 


ices went from $2,424 million to $4,077 million, a1 
increase of only 68% as against the 136% jump i 
hospital services. As a result, doctors’ bills dropped in 
rank from first to second place. 

The third largest of the components was medicine 
and appliances, which accounted for $3,971 million 
more than double the $1,897 million consumers spent fo: 
these commodities in 1948 when they ranked second 
Private medical expenditures over the decade unde 
consideration are traced in table 1. They are als 
charted on this page, and their shifting importance i 
the medical-care dollar is depicted on page 152. 

Extensive revisions were made this year in the De 
partment of Commerce data for the whole period sinc 
1948. These have been incorporated in the most recen 
Social Security Administration tabulations on whicl 


_table 1 is based.! They result in an upward adjustmen 


of $2 billion in total private expenditures for medica 
1*Voluntary Health Insurance and Medical Care Expenditures 


A Ten-Year Review,” by Agnes W. Brewster, Social Security Bulletir 
December, 1958, pp. 8-15 
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care in 1956—from $12,091 billion to $14,097 billion. fits, and $670 million represented the expenses of pre- 


While the revised amount of disposable personal income payment; 2.e., the cost of operating insurance plans, 
for 1956 is also higher than originally reported, the new additions to reserves, etc. It has been stated that there 
figures show that consumer spending for medical care is was almost a doubling in the total since 1948. Direct 
relatively more important than the old figures had payments rose 61%, however, while insurance benefits 


indicated—by .64 of a percentage point (4.85% instead increased by 473%. Expenses for prepayment went up 
of 4.21%). The upward adjustments are progressively much less proportionately than did benefits. 

smaller in the earlier years. The changed look of the medical-care dollar as a 

result of these differential increases is shown in the chart 

INSURANCE BENEFITS SPURT on page 152. Insurance benefits amounted to 8 cents and 

An important additional dimension is provided by the expenses of prepayment to 3 cents of the 1948 dollar. 

Social Security Administration that is not available in The corresponding figures were 23 cents and 4 cents in 

the Commerce Department data. The analysis of total the 1957 dollar. Out-of-pocket expenses dropped from 
spending by type of care is supplemented by its dis- 89 cents to 73 cents during this same period. 


tribution according to method of payment. Private The growing impact of insurance is obscured when it 
expenditures that are paid directly by the consumer— is viewed against total medical-care payments, since 
the so-called “‘out-of-pocket” payments—and those that benefits are largely confined to two components—hos- 
are met by insurance benefits may be traced separately. pitals and physicians. Insurance benefits for hospital 
Of the $15.1-billion total expended in 1957, $10.9 billion care increased almost fivefold between 1948 and 1957, 
was in direct payments, $3.5 billion in insurance bene- while the increase for physicians’ services was almost 


Utilization of All Types of Medical Care Has Increased 
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Two Ways of Looking at the Dollars Spent for Medical Care 
EXPENSES FOR PREPAYMENT 


XX, 
$5056 
a, 


O 
OO 

oe 

sth 
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TYPE OF CARE » 


1948 


® Other professional services and nursing homes * Medicines and appliances 
Source: Social Security Administration 


Table 1: Private Spending for Medical Care, 1948-1957 


Millions of dollars 


Item 1948 1949 ' 1950 1951 1952 1953 1954 1955 1955 1957 
Total tune eee bois adel epee See ah ORO 7,888 8,619 9,304 10,030 10,901 11,733 12,708 14,097 15,06 
Method of payment: 
Direct payments4- 4 eae eee .. 6,763 6,872 7,328 7,644 8,037 8,482 8,977 9,558 10,473 10,91 
Insurance benefits........... eres 606 767 992 1,353 1,604 1,921 2,179 2,536 3,015 3,47 
Expenses for prepayment!........ vs 256 249 299 307 389 498 577 614 609 67 
Type of care: 
Hospital services?............... aPiate | tet] 1,947 2,289 Q ATT 2,766 3,105 3,381 8,722 4,111 4,39 
Physicians’ services?....... web eee 2,424 2,452 2,572 2,675 2,859 3,105 3,414 3,517 8,811 4,07 
Medicines and appliances.......... 1,897 2,009 2,205 2,525 2,638 2,741 2,758 3,158 3,683 3,97 
Dentists’ services...............2 900 920 961 997 1,098 1,234 1,406 1,508 1,625 1,70 
Other professional services?......... 445 455 482 510 544 586 634 653 697 73 
Nursing homes! .......... BAR gr Z 100 105 110 120 125 130 140 150 170 18 


Note: Includes employer contributions to health insurance premiums. Excludes medical care expenditures for the Armed Forces and veterans; those made by public health an 
other government agencies and under workmen’s compensation laws; and those of private philanthropic organizations directly to or by hospitals, This table is derived from tk 
Department of Commerce series on consumption expenditures, with adjustments in certain of the items. See box, page 153 


1 Represents the difference between expenditures for health insurance premiums (earned income) and amounts returned to consumers as benefits 
2 Combines the amounts received from patients directly and through insurance benefits and the costs of providing the prepayment mechanism 
8 Services of osteopathic physicians, chiropractors, podiatrists, private-duty trained nurses, etc. 
4 Includes only nursing homes with skilled nursing care 
Source: Social Security Administration 
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fable 2: Voluntary Insurance Benefits Compared with 


Private Expenditures for Hospitals and Physicians 
Millions of dollars 


Item 1948 1957 

Hospital services: 

Total private expenditures!......... 1,667 4,019 

Insurance benefits...............-. 455 2,304 

Benefits as per cent of total......... 27.3% 57.3% 
Physicians’ services: 

Total private expenditures!......... 2,360 3,783 

Insurance benefits?................. 151 1,170 

Benefits as per cent of total?........ 6.4% 30.9% 
Hospital and physicians’ services: 

Total private expenditures!......... 4,027 7,802 

Insurance benefits................- 606 8,474 

Benefits as per cent of total......... 15.0% 44.5% 


Note: The 1957 data include benefits from hospital and medical-care insurance paid 
by private plans under California and New York State temporary disability insurance 
aws 


1 With expense to obtain insurance excluded 


2Slight overstatement because the data used for insurance benefits include some 
ee for services from nurses, dentists and laboratories which cannot be identi- 
ie 


Source: Social Security Administration 


sevenfold. (See table 2.) Insurance benefits in 1948 met 
15% of the consumers’ bill for hospital and physicians’ 
services combined (excluding expenses of prepayment). 
This proportion had risen to 44.5% by 1957. 

Changes in the amounts and patterns of aggregate 
spending for medical care are significant, but by them- 
selves they tell little about the quantity of medical care 
purchased by the average person or family. During the 
decade under review there have been sharp increases in 
medical-care prices, the population has expanded sig- 
nificantly, and disposable personal income has risen to 
new highs. The growth in private medical-care expendi- 
tures must be compared with these developments before 
the real gain to the individual consumer can be 
determined. 

PRICE RISE UNEVEN 


Evidence of price changes may be found in the 
medical-care component of the consumer price index 
published by the Bureau of Labor Statistics. Prices for 
the whole component increased 36.8% from 1948 to 
1957, with hospital rates rising most steeply (83.4%) and 
prescriptions and drugs experiencing the smallest gain 
(15.3%). (See chart on page 154.) The group hospitaliza- 
tion index is available only from 1951, but its rise since 
suggests a similar movement to hospital room rates. 

The index is designed to measure changes in the 
prices of medical-care items typically purchased by city 
wage-earner and clerical-worker families. These may or 
may not reflect all private medical expenditures. In the 
absence of a more precise deflator, and with the limita- 
tions of this one in mind, it is used to get some idea of 
how much of the rise in consumer spending is attributa- 
ble to higher prices. 

This procedure reveals that, if prices had remained 
constant at the 1948 level, private expenditures for 
medical care would have totaled $11.0 billion in 1957 
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A Note on the Figures 


The statistics on private expenditures for medical 
care quoted here are those compiled annually since 
1948 by the Social Security Administration.! They are 
derived mainly from the Department of Commerce 
series on personal consumption expenditures, but ad- 
justments in some of the items make them more truly 
representative of the medical-care costs of individual 
consumers. The biggest conceptual difference between 
the two series is for hospital expenditures. The Com- 
merce Department figures comprise the current ex- 
penditures of nonprofit hospitals and payments by 
patients to proprietary hospitals and sanitariums. The 
Social Security Administration tabulations represent 
payments by individuals or by insurance carriers for 
hospital care in both public and private hospitals. 

Salaries paid to physicians by prepaid health plans 
employing physicians to staff their clinics are included 
under the costs of providing hospitalization and medical 
care insurance by the Department of Commerce, and 
under physicians’ services by the Social Security Ad- 
ministration. Nursing homes are included with hos- 
pitals by the Commerce Department, shown separately 
by the Social Security Administration. And prepayment 
expenses in the Social Security Administration series 
exclude the cost of insurance against loss of income due 
to illness, Commerce Department insurance figures 
include it. 

PERSONAL CONSUMPTION EXPENDITURES FOR MEDICAL CARE 
Millions of dollars 
Item 1957 


Total medical-care expenses $15,061 


Drug preparations and sundries 

Ophthalmic products and orthopedic 
appliances 

Physicians 

Dentists 

Other professional services 

Privately controlled hospitals and sanitariums. 

Medical care and hospitalization insurance. ... 


Source: ‘‘United States Income and Output,” Supplement to Survey 
of Current Business, 1958 


The figures in the table are taken from the Depart- 
ment of Commerce tabulation of personal consumption 
expenditures. The Social Security Administration uses 
the same data for “dentists” and “other professional 
services,” while it combines under one heading—medi- 
cines and appliances—the components that are shown 
separately by the Commerce Department as “drug 
preparations and sundries,”’ and “‘ophthalmic products 
and orthopedic appliances.” 


1See articles by Agnes W. Brewster in the December issues 
of the Social Security Bulletin 


instead of $15.1 billion. When correction is made for the 
expansion of the civilian population by 23.2 million per- 
sons (or 16%) between 1948 and 1957, the figure is 
further reduced to $9.5 billion, against the comparable 
figure for 1948 of $7.6 billion. Even after these two 
adjustments, total medical-care spending increased by 


‘about one fourth, suggesting substantial gains over the 
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Increases in Costs of Medical Care Vary Widely 
3% INCREASE 
83 HOSPITAL RATES 


41 MEDICAL CARE 
SERVICES 


37 ALL MEDICAL CARE 


32 PHYSICIANS' FEES 


27 DENTISTS! FEES 
25 MEDICAL CARE LESS 
HOSPITAL RATES & 
GROUP HOSPITALIZATION 
15 PRESCRIPTIONS 
& DRUGS 


1948 1957 


Source: Bureau of Labor Statistics 


decade in the amount of medical care privately pur- 
chased by individual consumers. 


REAL PER CAPITA EXPENDITURES 


The comparison may be a little easier to follow in 
terms of per capita amounts. In current prices, private 
medical-care expenditures rose from $52.03 per capita 
in 1948 to $88.03 in 1957; in 1948 prices they rose from 
$52.03 to $64.35. (See chart on page 150.) 

Per capita expenditures for each important medical 
item as adjusted by the price change in the most com- 
parable item of the consumer price index are charted on 
page 151. The data exclude the expenses of prepayment. 

An interesting point that emerges from these figures 
is that the real per capita out-of-pocket expenditures for 
hospital and physicians’ services declined over the 
decade. Insurance benefits for both items rose so 
sharply, however, that the decline in direct payments 
was more than offset. 

Perhaps even more surprising is the enormity of the 
increase (over 50%) in real per capita expenditures for 
medicines and appliances, which makes it the largest 
category in 1957. At that time, medicines and appliances 
accounted for almost one third of total real per capita 
medical expenditures, excluding the costs of obtaining 
insurance. 


SPENDING vs. INCOME 


The 1948-1957 decade was generally a very prosper- 
ous one in which personal income soared to new highs, 
with consumer spending and saving both sharing in the 
rise. It is interesting to see whether the increase in 
private medical-care expenditures merely reflects this 


over-all improvement in the standard of living or 
whether the consumer allocated a larger share of his 
larger income to his health needs. 

The latter seems to be the case, as medical care took 
23% more of disposable personal income in 1957 than in 
1948, increasing from 4.03% to 4.94%. Except for 1949- 
1951, each year showed an increase over the previous 
one. (See chart on page 150.) 

All but .01 of the percentage point gain of .91 was 
accounted for by prepayment plans, insurance benefits 
jumping from .32% to 1.14% of disposable personal 
income and cost of providing insurance rising from .14% 
to .22%. The proportion accounted for by direct pay- 
ments was virtually unchanged —3.57% at the beginning 
of the period, 3.58% at the end. 

If the rise in medical-care prices and all consumer 
prices had run parallel over this period, the changes just 
discussed would indicate that a considerably greater 
volume of medical care was being purchased privately. 
But medical costs increased much more sharply than 
other costs. A rough correction for the differential price 
changes can be made by adjusting medical-care ex- 
penditures by the consumer price index and by adjust- 
ing disposable personal income by the implicit price 
deflator series prepared by the Department of Com- 
merce for total personal consumption expenditures. 

When this is done, and both expressed in terms of 
1948 prices, 1957 private medical-care expenditures 
were 4.24% of personal disposable income, still signifi- 
cantly above the 4.03% they represented in 1948. Out- 
of-pocket spending was a smaller proportion, 3.23%, but 
the percentage accounted for by insurance benefits rose 
to .83% and more than made up for this drop. The cost 
of obtaining insurance was also a relatively more 
important item. 


BIGGER SHARE EMPLOYER-FINANCED 


The tremendous impact that health insurance plans 
have had on private medical-care spending is thus seen 
in yet another way. It should be noted that part of these 
insurance expenditures is met by employer contribu- 
tions to employee benefit plans. Although no precise 
figures are available, the 1957 amount of employer 
contributions is estimated at $1.3 billion, not quite one 
third of the total accounted for by prepayment plans. 

It is not possible to derive a comparable 1948 figure, 
but an estimate for 1953 which placed employer con- 
tributions at $520 million, or a little more than one 
fifth of total medical insurance outlays, provides some 
clue to their growth and suggests that they are playing 
an increasingly important role in medical-care financing. 


Miriam I. Crvic 
Division of Economic Studies 


1 Herbert E. Klarman, “Changing Costs of Medical Care and 
Voluntary Health Insurance,” extended version of a paper delivered 
before a joint session of the American Economic Association and 
American Association of University Teachers of Insurance, Cleve- 
land, Ohio, December 28, 1956 
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Selected Business Indicators 


Chartbook 1959 1958 
Folio* Series a 


January p | December | November | January 


Industrial production 
Total 
Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 
Farm commodities 
Processed foods 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio? 


Employment and unemployment (Census)* 
Total labor force 


Civilian employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 


Employees in manufacturing 
Employees in nonmanufacturing 
Production workers in durables manufacturing 


Production workers in nondurables manufacturing. . 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Personal income 


Total private 
Private nonfarm residential 


Business sales and inventories 
Total inventories 
Total sales 
Manufacturing inventories 
Manufacturing sales 
Retail inventories 
Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Durables mfg.: Sales and inventories 
Inventories..... 


Nondurables mfg.: Sales and inventories 
Inventories..... 


Inventory-Sales ratio 


AARCH, 1959 


1947-49 =100 S$ 
1947-49=100 S 
1947-49 = 100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1910-14= 100 
1910-14= 100 
1910-14=100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S$ 
Thousand persons S 
Thousand persons S$ 
Thousand persons S 


Hours 
Hours 
Hours 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 
Million dollars S A 


Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S$ 
Million dollars S 
Million dollars S 


Million dollars S 
Million iol ry 


Million dollars S 
Million ionars S 


Million dollars S 
Million dollars S 


Million dollars S 
Million dollars S 
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too tin 


O~h OO 00 


3,412 
33,768 


54,588 
37,260 
21,444 


85,500 
57,400 
n.d. 
n.d. 
24,110 
17,453 


11,010 
5,836 
1.89 


13,100 


33,865 


53,676 
36,588 
20,580 


85,200 
57,400 
49,221 
28,038 
r 23,980 
17,605 


r 10,810 
5,827 
1.86 


r 13,170 


33,126 


52,536 
36,180 
20,184 


85,000 
756,100 
49,301 
27,503 
23,600 
16,961 


710,460 
5,521 


17,340 


90,000 
53,800 
53,5206 
26,6906 
24,460 
16,718 


11,340 
5,538 


22,3726 
13,5985 
1.656 


Selected Business Indicators (Continued) 


Chartbook 


Folio* Series 


Merchandise exports and imports 
Fexports®: .ee bs sibers codeiels oa asetla'c ae ee ee 
TMpOrtss |. Sioeals Geshe Silla ie ie cod CR neers 


Federal budget receipts and expenditures 
Defense expenditures”. 25,0 o. .. ssa ens OnE IOeeee 
For quarterly data see below 


Money supply and turnover 
Privately held money supply’..................-. 
Total demand deposits adjusted and currency...... 
Deposit turnover: New York City................ 
Deposit turnover: 337 other centers®.............. 


Bank loans, investments and reserves 

Loans” 3. oui hic Galette ec dae eickys ine ome cir 
Borrowings ye oe at.) ete cae ee aimee 
Excess reservesiy seutne.: cic rete tee 5 Sota einer 


Diffusion index 
Tndustrial prediction: eeistuss bceieecsssstace eee ee 
Diffusion iwider. 2... a hs mkialersiime lean + ost hesitate 


Eight sensitive business indicators 
Residential building contracts ...5....0 2 sel «ile eee 
Commercial and industrial building contracts 
New orders; dutables20 2 slo ned cape Gen aero 
Average Work Weele fs .cc isis ee.tis eis cidie wie sinus ties 
Raw materials prices:’. £5 2.) .«..2)tekb ash oto eeieieale 
Stock prices, industrials 
New incorporations iy sG6 dime. ¢ as « oe eeeteas Sree 
Business fatlares. .)vhcuskrn c's 5 alee nyaqneenene Baal ete 


Chart book 
Folio* 


Total 
Change in business inventories...............+...-. 
Pinal) demand#*5. .thcteeie mu ade Pattee ot eee arene 


Components of gross national product 
Personal consumption expenditures............... 
Change from previous quarter................05 
Gross private domestic investment.......:....... 
Change from previous quarter...........-0+.0+. 
Government purchases of goods and services....... 
Change from previous quarter.................. 


Disposition of personal income 
otal personal income. 4... a.sde ees cle eee ere 
Disposable personal income...............0-eee eee 
Personal consumption expenditures 
Personal saving 


ee | | | | eel 


Corporate profits 


Net before taxes vicivis «fers ete ereqahsiaitiown'e oiave,erelete ea ceatate 
Tax, liability. acai ates cient telenes Mayaie tebe ta mite ete arere 6 
(Net*profits ii. Ae. ic sd citmecitiete © «bic ek etree eee) eee 
Dividend payments’. sei tet.ccies125 ous clenske aie esheets 
Retained earnings. .<.. 1, eta tno dee Reins See 


Business expenditures for plant and equipment 
Total 


Nonmanifacturing industries.) 24.50 auhies cis ca sare 


Manufacttring: ind ustriesinns.1s:¢-c1cinicos bpetert? teins ee 


Federal budget receipts and expenditures 
Receipts 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue ConFeRENCE Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet; National Bureau of Economic Research. 

1 Includes interest, taxes and wages. ¢ Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. 5 Includes wages and salaries and “other 
labor income.” ° Includes pee shipments. 7 Military functions of the Defense 
Department. § Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. All member banks, 


6.3% 0Fs © 0 /b.0 © 0:6 Sins 6 ore @ se 6 oe! Wi] 6 ws © 0, W055 ns © 


Eexpendit urea ok dirt wtocorstoravers oiei ale tile wireup bared bacieicks 
Cumulative surplus or deficit’. ...............--- 


1959 1958 
Unit See 
January ~ | December | November | January 
Million dollars 1,400 r 1,514 r 1,596 1,505 
Million dollars n.d. 15253 
nN. 261 
Million dollars 3,316 3,749 
Billion dollars 239.0 241.0 
Billion dollars S 138.3 138.3 
t 5 Soa fi | 
oi 22.8 23.6 
Million dollars 83,588 84,010 
Million dollars 71,466 70,789 
Million dollars 462 64 
Million dollars 498 r —70 
Million dollars 30,541 31,043 
1947-49=100 S$ 143 142 
Thos 33525 fassk> 
Tt: 31.79 728.54 
Thous. sq. ft. fl. sp. S$ 123,100 123,277 123,098 95,636 
Thous. sq. ft. fl. sp. S$ 32,702 23172 31,697 32,593 
Million dollars S n.d. 13,542 13,574 11,3996 
Hours S 39.9 r 39.8 39.8 | 38.7 
1947-49 = 100 85.1 86.4 88.0 84.8 
1941-43 =10 59.48 56.99 56.76 43.84 
Number S$ 16,296 716,541 13,945 11,354 
Number S 1,225 1,147 1,173 1,231 
1958 1957 
ae IV Ill I IV 
Quarter p Quarter Quarter Quarter 
Billion dollars S A 453.0 r 439.8 7 430.4 438.9 
Billion dollars S A 0 r—4.2 r —6.5 —=2.3 
Billion dollars S A 453.0 444.0 r 436.9 441.2 
Billion dollars S A r 295.9 291.5 288.3 287.2 
Billion dollars S A r 4.4 Soz yp ass bi —1.1 
Billion dollars S A F616 r 54.5 OU aa 61.5 
Billion dollars S A ae meee 75 tS 8 r—0.2 —5.2 
Billion dollars S A r 95.2 r 92.0 89.7 86.9 
Billion dollars S A ice Pe oT 2ES 1.4 Det 
Billion dollars S A r 359.5 r 358.6 735103 349.7 
Billion dollars S A r 315.8 risid.A r 309.0 306.8 
Billion dollars S A r 295.9 291.5 rv 288.3 287.2 
Billion dollars S A #, A9E9 Pe2s6 *2 200 19.6 
Billion dollars S A 44.0 37.9 32.0 39.9 
Billion dollars S A 22.4 19.3 16.3 19.9 
Billion dollars S A 21.6 18.6 45K 7, 20.0 
Billion dollars S A 11.8 1225 12.4 12.0 
Billion dollars S A 9.8 6.3 fae) 8.0 
Billion dollars S A 29 .93a 29.61 30.32 36.23 
Billion dollars S A 10.79a 10.86 $1353 15.27 
Billion dollars S A 19.14a 18.75 18.79 20.96 
Million dollars 13,911 14,992 19,206 13,914 
Million dollars 20,461 19,444 18,589 18,116 
Million dollars r—11,003 —4,453 —2,818 —6,735 
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11 From Federal Reserve Banks. 12 Weekly reporting member banks. 1 Gross national 
spared less change in business inventories. 4 For fiscal year beginning July 1. 

—seasonally adjusted. A~annual rate. a-anticipated. For the {Quarter of 1959, antici- 
ese outlays are: Total, $0.51; Manufacturing, 11.06; and Nonmanufacturing, 19.45, 

December, 1957 for monthly ee penninay, r-revised. * End-of-month inven- 
pr bs divided by sales during the month. ¢ Debits (annual rate) divided by deposits. 
tt Diffusion index stated as the average duration in months of ansion or contrac- 
tion. n.a.-Not available. “Chartbook of Current Business Trends, (Fifth Edition), Tu# 
ConrerENcE Boarp, 1958 and Revised Data for Chartbook of Current Business Trends 
(Fifth Edition), Taz Conrerence Boarp, March, 1959, available to Board Associates 
on request 
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... to each director 


The Board’s latest study on Corporate Directorship Prac- 
tices, a joint undertaking with the American Society of 
Corporate Secretaries, describes the directorship practices 
of 976 manufacturing, merchandising, banking, insur- 
ance, public utility, and transportation companies. 


The study analyzes prevailing company practice regard- 
ing many board matters of concern to both management 
and directors. Showing the trend of fees in a large number 
of companies over a twenty-year period, the report details 
current directors’ fees, including retainers, committee fees 
and traveling expense reimbursements. The composition 
and duties of board committees are presented, as well as prevailing practice 
with regard to the compulsory retirement of directors, honorary director- 
ships, and cumulative voting. A description of the legal responsibilities of 
directors is also included. 


The report is now available in special hard-covered bindings for presentation to company 
dwrectors and for the use of executives who have frequent need to refer to it. Attractively 
bound and imprinted with the recipient?s name, these new presentation copies are 
available to Associate companies at $6.00 each and to non-Associates at $20.00 each. 
When ordering, please specify the exact spelling of the names of the recipients as you 
would like them to appear on the cover. 


In the March Management Record 


Helping Employees To Buy Common Stock—The American Motors Corporation's adaptation of MIP 
(monthly investment plan) allows all employees, both hourly and salaried, to purchase any stock they choose 
that is listed on the New York Stock Exchange. Authorized payroll deductions are used to purchase the stock. 


Human Relations: Where Do We Stand Today?—Three outstanding experts in this field take a look at past, 
present and future in human relations. Thomas G. Spates emphasizes the great progress made in the past 
forty years and how far we have come. Peter Drucker is considerably less sanguine, pointing out the gaps 
in our knowledge and how far we still have to go. Chris Argyris, working in the field of the behavioral 
sciences, takes a look at present management practices and policies and then predicts how he thinks 
they will change in the future. 


Spending Patterns of Older Persons—How does the “older” family's spending differ from that of the 
“younger” family? This analysis examines the spending of the two groups at four income levels; it also 
suggests the goods and services that tend to meet the specific needs of the older group. 


The Conference Problem—Can it be determined, ahead of time, whether a particular problem is likely to 
be solved in a group setting? This article suggests that there are three criteria for judging the suitability 
of a problem: (1) is it real? (2) is it specific? (3) is it within the competence of the group to solve? 


Efficiency Features Provide Speedy Cafeteria Service—When The Hanover Bank in downtown New York 
City decided to instal a cafeteria for employees in place of its traditional waitress service, careful planning 
went into designing the new facilities. This planning has paid off handsomely in a smooth-running operation, 
the features of which are detailed in this article. 


Measuring productivity at national, industry and company levels. Factual knowledge of output per 
man-hour has become a competitive imperative. This course equips participants with the latest tools 


2 Expanding into foreign markets. Intercountry sales are becoming more and more a two-way affair. The i 
course is geared to the needs of operating, sales and research personnel of firms in foreign markets, of firms 
directly affected by sales of foreign-made goods, and of firms contemplating foreign market penetration 


3) Forecasting the business cycle. A practical working knowledge of accepted forecasting methods is now a 
essential to the executive with responsibilities for planning. This course describes and evaluates forecasting 4 


_ techniques 


(4) Business uses of national accounts and balance sheets. National accounting is the basic framework for 
business planning, analyzing the business cycle, appraising the outlook of the individual firm, and serves as 
guide for planning and scheduling capital expenditures, new-product introduction, plant output, sales and 


profits 


Attending one of these courses, you ll live with your chosen subject: you ll eat with it 
at breakfast and lunch, be immersed in it at the morning and afternoon Ban Ts Youll 
be talking the subject, too, as well as listening to it, since only about half the classroom 
time will be given over to lectures. And since most class members will be staying at the Pay, ; 
same hotel, Vou may find yourself informally continuing the discussion into the evening 


and night hours. 


